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Summary 
 
 
 
 
 
 
 
 
 

 

 North Carolina’s Department of Administration (DOA) is responsible for 
managing the State’s portfolio of real property, which consists of nearly $26 
billion in state-owned buildings, $1.6 billion in state-owned land, and $65 
million in annual expenditures for leased space. Within DOA, the State 
Property Office (SPO) is charged with management of the State’s portfolio 
including identifying and disposing of unused, underutilized, or surplus assets. 

The State retains interest in unneeded real property that could generate an 
estimated $14.3 million in one-time revenue and provide an additional $2.6 
million in future cost avoidance. From a sample of 49 state-owned and 
leased properties, the Program Evaluation Division identified 17 vacant 
properties and underutilized properties for disposal. In addition, opportunities 
exist to increase utilization of state-owned space that could result in $2.6 million 
in future cost avoidance. 

The State lacks a systematic process and data to identify unused and 
underutilized real property. There is no formal process to identify unused and 
underutilized property; DOA relies on agencies to voluntarily and periodically 
identify properties no longer serving a programmatic need. Furthermore, 
utilization and other critical property performance data are not tracked by 
DOA, preventing decision makers from knowing which real property assets 
continue to meet programmatic needs. In addition, the state property database 
is inaccurate and unsecure.  

DOA has not implemented portfolio management practices. As a result, the 
State cannot identify the type, quantity, and location of spaces required to fully 
support organizations. A more robust approach to reporting would promote 
accountability and active management of the State’s portfolio of real property. 

To address these deficiencies, the General Assembly should modify 
state law and direct DOA to: 

 comprehensively manage the State’s portfolio of real property 
through more robust planning, performance management, and 
oversight reporting; 

 modify the State’s inventory of real property to improve its 
completeness, accuracy, and security;  

 dispose of 17 unneeded properties identified in this report; and 
 review requests to acquire new or renew existing leased space to 

determine if suitable state-owned space can meet lease 
requirements.  

The General Assembly should also modify state law and require all state 
agencies to collect, track, and report data on state-owned and leased 
space they occupy and maintain a current facilities management plan.  
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Purpose and 
Scope  

 
The Joint Legislative Program Evaluation Oversight Committee directed 
the Program Evaluation Division to examine the efficiency and 
effectiveness of the legal and administrative process for identifying and 
disposing of unused, underutilized, or surplus real property owned and 
maintained by state agencies and universities. 

For the purposes of this evaluation, real property is defined as owned or 
leased 

 land; 
 buildings, warehouses, storage or other structures; and  
 space in buildings.1 

This evaluation addressed the following research questions: 
 What is the State’s process for identifying, managing, and 

disposing of unused, underutilized, and surplus property, and how 
effective is the process? 

 What are best practices in identifying, managing, and disposing of 
unused, underutilized, and surplus property? 

 What legal or administrative changes are needed to efficiently 
and effectively allocate and dispose of unused, underutilized, or 
surplus real property leased or owned by the State? 

 
To conduct this review, the Program Evaluation Division analyzed 
information from numerous sources including 

 the database of state real property held by the Department of 
Administration and the Department of Insurance;  

 interviews and queries of agency officials at the Department of 
Administration, the Department of Insurance, the Department of the 
Secretary of State, and the Office of State Controller; 

 a survey of state agencies managing real property; 
 a review of laws and rules on the acquisition, disposition, and 

management of real property;  
 a review of real property management duties and responsibilities 

in other states; 
 an interview with the Georgia State Properties Commission; 
 site visits to 49 state-owned properties and owned or leased office 

spaces;  
 deeds for state-owned property deposited with the Secretary of 

State; and 
 reviews of county records of state-owned property from tax 

assessor and register of deeds offices in five counties.2 
 

  

                                             
1 This evaluation excludes right-of-ways owned and managed by the Department of Transportation. 
2 The five counties were Cumberland, Durham, Forsyth, Guilford, and Wake. 
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Background   
North Carolina has a diverse portfolio of real property assets. Taken 
together, the State owns more than 870,000 acres of land and more 
than 13,000 buildings and structures and manages more than 97 
million square feet of owned and leased space. As shown in Exhibit 1, 
the State owns land and buildings in all 100 counties and leases office and 
warehouse space in 78 counties. Exhibit 2 displays the distribution of real 
property assets by county. 

North Carolina’s real property assets are diverse and include  
 the Holly Shelter Bay Game Land in Pender County, a 74,316-acre 

space used for public hunting and hiking, 
 the Blackburn Vannoy Farm, a 369-acre farm used by Appalachian 

State University that includes two 1880s farm houses and a 1960s 
brick ranch-style home; and  

 20,609 square feet of leased office space at 5501 Executive 
Office Drive in Charlotte for programs within the Departments of 
Health and Human Services and Public Instruction.3  

In addition, North Carolina leases office space outside of the state and in 
other countries. Detailed information on real property assets for each 
agency can be found in Appendix A, B, and C. 

Exhibit 1  

Summary of Real Property 
Assets Owned and Leased 
by the State of North 
Carolina  

 Asset 
Type 

Total 
Assets 

Total Size Value 
Number of 
Counties 

Land 9,146 880,418 acres $1.6 billion 100 

Buildings 11,937 92,466,238 square feet $26 billion 100 

Structures  1,598 Not calculated Not calculated 96 

Leases 758 4,846,496 square feet $65 million  83 

Notes: Asset counts for land and buildings are current as of December 16, 2014. Asset 
counts for structures are current as of November 17, 2014. Asset counts for leased space 
are current as of January 14, 2015. The State Property Office database does not 
calculate a size for state-owned structures. The estimated value for land assets is the sum 
of acquisition costs.4 

Source: Program Evaluation Division based on data from the State Property Office 
database. 

 

 

                                             
3 The programs are Communicable Disease Branch, HIV/STD Preparedness and Response, Mental Health, Vocational Rehabilitation 
Assistive Technology, and Vocational Rehabilitation Independent Living within the Department of Health and Human Services and the 
Office of Educational Services within the Department of Public Instruction. 
4 The Department of Insurance insures all state-owned buildings and provides insurance for the contents within leased spaces (e.g., 
office equipment and furniture). In Fiscal Year 2013–14, the total insured value for buildings and leases was $36 billion—$28 billion 
for state-owned buildings and $8 billion for leased space. Total annual rent for leased space is $65 million. 
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Exhibit 2: Distribution of North Carolina’s Real Property Assets by County  
Land – Total Acres by County 

 
 
 
Buildings – Total Square Feet by County 

 
 
 
Leased Space – Total Square Feet by County 

 
 
Note: Ranges reflect separation of totals into quintiles. 

Source: Program Evaluation Division based on the State’s inventory of real property.   
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State law grants authority to the Department of Administration to 
acquire, dispose of, and manage state-owned property and leases on 
behalf of state agencies.5 As part of its broad duty and powers over real 
property control, the Department of Administration (DOA) has several 
enumerated duties, including 

 to prepare and keep current a complete and accurate inventory of 
all land and buildings owned or leased by the State or by any 
state agency; 

 to acquire, whether by purchase, exercise of the power of eminent 
domain, lease, or rental, all land, buildings, and space in buildings 
for all state agencies, subject to the approval of the Governor and 
Council of State in each instance; 

 to make all sales of real property owned by the State or by any 
state agency, with the approval of the Governor and Council of 
State in each instance; 

 to require all state departments, institutions, and agencies to use 
state-owned office space instead of negotiating or renegotiating 
leases for rental of office space; 

 to allocate and reallocate land, buildings, and space in buildings to 
the several state agencies, in accordance with rules adopted by the 
Governor with the approval of the Council of State; and 

 to require any state agency to make reports regarding the land 
and buildings owned by it or allocated to it at such times and in 
such form as the department may deem necessary. 

Within the department, the State Property Office (SPO) is responsible for 
managing real estate assets. As shown in Exhibit 3, SPO has three sections; 
the duties of each section are described below. 

 Real Property. This section manages acquisition and disposal of 
state real estate assets, including land acquired for compensatory 
mitigation through the Ecosystem Enhancement Program.6 

 Lease and Space Planning. This section fulfills agency needs for 
leased office and warehouse space. The lease and space planning 
section reviews and approves agency needs for space for leases 
between $5,000 and $25,000 in annual rent or for fewer than 
three years. For leases over 3 years or greater than $25,000 in 
annual rent, the section advertises requests for leased space on 
behalf of agencies, and recommends leases to the Council of State 
for final approval.7 

 Facilities Information. This section manages all land, building, and 
lease records for the State and maintains floor plans of each 
building, maps, and site plans associated with the State’s land 
holdings. Also, this unit maintains an inventory database and 
geographical information system of state real property. 

                                             
5 N.C. Gen. Stat. § 143-341(4). 
6 The Department of Environment and Natural Resources’s Ecosystem Enhancement Program defines compensatory mitigation as any 
mitigation action, required by permit, taken to compensate for stream and/or wetland impacts associated with a development project. 
7 Agencies have been delegated authority to enter into lease agreements for space if the annual rent is less than $5,000 or if the lease 
terms are less than 3 years. 
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Although the office has statewide responsibility and control over real 
estate assets, the day-to-day operations of real property occur at the 
agency level. Furthermore, state law exempts certain agencies and types 
of assets from the authority of DOA.8  

Exhibit 3: The State Property Office Manages North Carolina’s Real Estate Assets 

 
Notes: FTE stands for full-time equivalent staff. The Real Property section includes four FTE that manage property for North Carolina’s 
Ecosystem Enhancement Program. 

Source: Program Evaluation Division based on information from the Department of Administration. 

Real property disposition is the process of identifying and then 
transferring, donating, or selling unneeded assets. Disposition is an 
important asset management function because the costs of maintaining 
unneeded properties can be substantial. Disposal of assets to local 
governments, nonprofit organizations, and businesses may also lead to 
previously underutilized properties being used for another public purpose 
or contributing to economic development. 

An asset should be designated as surplus property—and redeployed, 
demolished, or replaced—when it no longer meets an agency need. The 
decision to dispose of an asset is best made when it is based on an in-
depth strategic portfolio review that considers several factors, including 

 market availability,  
 supply and demand,  
 property performance,  
 physical conditions, and 
 future mission needs. 

                                             
8 Exempted agencies include the NC Global TransPark Authority, endowment funds of UNC constituent institutions, UNC Health Care 
System, Medical Faculty Practice Plan at East Carolina University, NC State Ports Authority, NC State Bar, NC community colleges, NC 
Agricultural Finance Agency, NC Medical Care Commission, NC Capital Facilities Finance Agency, Clean Water Management Trust Fund 
and highway right-of-ways acquired by the Board of Transportation or the North Carolina Turnpike Authority. 

Secretary
Department of 
Administration

Deputy 
Secretary

State Property 
Office

Real Property 
Section

13 FTE

Leasing and Space 
Planning Section

4 FTE

Facilities 
Information Section

3 FTE
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Retaining space that can be designated as surplus can result in several 
negative consequences, such as 

 lost value, because the property does not contribute to the State’s 
mission or strategic goals;  

 negative impact on local economies, tax revenues, and 
employment; 

 increased operating costs;  
 drain on limited agency resources; and 
 ineffective stewardship of the State’s real property portfolio. 

Since 2003, the U.S. Government Accountability Office has considered real 
property management an area of high risk due to its greater 
vulnerabilities to waste, fraud, abuse, and mismanagement as well as 
major challenges associated with economy, efficiency, or effectiveness.9 
Given North Carolina’s vast portfolio of real property assets, it is important 
to understand the current surplus process to ensure that the State minimizes 
its risk and maximizes the efficient and effective use of real property. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

                                             
9 U.S. Government Accountability Office (2003). High Risk Series: An Update (GAO-03-119). Washington, DC. 
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Findings  
Finding 1. Disposing of unneeded real property and eliminating leases 
in favor of optimized utilization of state-owned property would generate 
an estimated one-time savings of $14.3 million as well as $2.6 million 
in future cost avoidance.     

Retaining vacant and underutilized properties carries financial implications, 
including building deterioration and loss of local property tax revenue. 
Another financial implication of retaining vacant or unused state properties 
is the loss of potential state General Fund revenues that would have been 
gained had the property been sold. Allowing state-owned and leased 
properties to remain underutilized may also lead the State to lease office 
space unnecessarily. Identifying and disposing of properties that do not 
meet a current or future programmatic need can generate one-time revenue 
and allow the State to avoid unnecessary expenditures.  

North Carolina retains interest in real property that is underutilized, 
vacant, or no longer serves a programmatic need. The Program 
Evaluation Division (PED) expected to be able to use the Department of 
Administration (DOA) inventory to identify unused and underutilized real 
property. However, PED’s review of this database revealed two major 
shortcomings. First, the State’s inventory does not track utilization or mission 
dependency. These two pieces of information are critical when trying to 
identify unused, underutilized, and unneeded property (see Finding 2). 
Second, PED could not verify the accuracy and completeness of the State’s 
inventory (see Finding 4). With no independent verification of the State’s 
inventory, PED could not rely on the information about real property assets 
contained in the DOA database and therefore could not systematically 
select a sample of real property to evaluate in order to generalize 
findings. 

Instead, PED selected a purposive sample of state-owned land, state-
owned buildings, and office and warehouse leases for site visits.10 The 
sample focused on  

 state-owned buildings and leased office and warehouse space in 
Wake County or nearby; and 

 property identified by state agencies as unused, underutilized, or 
no longer serving a programmatic need. 

In total, PED conducted 49 site visits of state property. In addition, the 
division measured unassigned or unused workspace and storage space, 
discussed plans for space usage with agency officials, and reviewed lease 
documents to identify property that is underutilized, unused, or no longer 
serving a programmatic need. Exhibit 4 lists each property visited during 
this evaluation. 

                                             
10 Purposive sampling is a type of non-probability sampling technique. Unlike the various sampling techniques that can be used under 
probability sampling (e.g., simple random sampling, stratified random sampling, etc.), the goal of purposive sampling is not to 
randomly select units from a population to create a sample with the intention of making generalizations. Instead, the sample is selected 
based upon characteristic(s) identified by the researcher. 



 
Exhibit 4: The Program Evaluation Division Conducted 49 Site Visits Across 6 Counties and Identified 17 Properties for Disposal 

Count Site Name Interest Total Space 
Est. Utilization 

Rate Available Space Recommended Action  

Department of Administration 
1 Andrews Duncan House Owned 4,798 square feet 0% 4,798 square feet  Sell 

2 Ashley House Owned 3,352 square feet 0% 3,352 square feet Sell 

3 Cambridge House Owned 2,496 square feet 0% 2,496 square feet  Sell 

4 Coble Helms House Owned 2,776 square feet 0% 2,776 square feet  Sell 

5 Farlow House Owned 2,687 square feet 0% 2,687 square feet  Retain 

6 Gay House Owned 2,025 square feet 0% 2,025 square feet  Sell 

7 Heartt House Owned 5,416 square feet 0% 5,281 square feet  Sell 

8 Heck-Andrews House Owned 4,834 square feet 0% 4,834 square feet Sell 

9 Howell House Owned 2,814 square feet 0% 2,814 square feet  Sell 

10 Lamar House Owned 3,416 square feet 0% 3,416 square feet  Sell 

11 McGee House Owned 2,315 square feet 0% 2,315 square feet Demolish and Sell 

12 Watson House Owned 1,606 square feet 0% 1,606 square feet  Sell 

13 Worth House Owned 1,530 square feet 0% 1,530 square feet  Sell 

Department of Agriculture and Consumer Services 

14 Animal Diagnostic Lab and Storage (Duplin) Owned 8,776 square feet 0% 8,776 square feet  Sell 

15 Gas and Calibration Station (New Hanover) Owned 513 square feet 0% 513 square feet  Reallocate 

16 Livestock Show and Sale Facility (Iredell) Owned 46.25 acres 0% 46.25 acres Sell 

17 Piedmont Triad Farmers Market (Guilford) Owned 6.36 acres 0% 6.36 acres Sell 
Department of Commerce 

18 DES Call Center Leased 21,564 square feet 62% 5,026 square feet  Retain and increase utilization 

19 DES Kendall Complex Owned 175,308 square feet 76% 26,785 square feet  Retain and increase utilization 

Department of Health and Human Services 

20 Cole Building Owned 2,690 square feet 86% 253 square feet  Retain 

21 Cooke Building Owned 9,136 square feet 90% 573 square feet  Retain 

22 Disability Determination Leased 168,049 square feet 91% 9,660 square feet  Retain 

23 Eligibility Determination (Durham) Leased 95,602 square feet 38% 31,919 square feet  Retain and increase utilization 

24 Fisher Building Owned 9,946 square feet 91% 602 square feet Retain 

25 Public Health Building 3 Leased 24,366 square feet 91% 2,220 square feet Retain 

Department of Public Instruction 

26 Administration Building Owned 2,087 square feet 100% 0 square feet  Retain 

27 Building IV Owned 1,363 square feet 100% 0 square feet  Retain 



Exhibit 4 (Cont’d.): PED Conducted 49 Site Visits Across 6 Counties and Identified 17 Properties for Disposal 

 

Count Site Name Interest Total Space 
Est. Utilization 

Rate 
Available Space Recommended Action  

28 Block House I Owned 735 square feet 100% 0 square feet Retain 
29 Cathey Owned 5,483 square feet 0% 3,564 square feet  Retain and increase utilization 
30 Penland Building Owned 4,793 square feet 39% 1,904 square feet  Retain and increase utilization  

31 Textbook Warehouse Owned 95,393 square feet 84% 15,000 square feet Retain 
Department of Public Safety 

32 Archdale Allocation Owned 50,512 square feet 87% 4,159 square feet Retain 

33 Corrections Central Warehouse Leased 32,500 square feet 89% 2,337 square feet Retain 
34 Corrections Construction Yard Owned 20,076  square feet 80% 2,610 square feet Retain 
35 Corrections Storage Leased 22,800 square feet 80% 2,964 square feet Retain 

36 Governor’s Crime Commission Leased 18,922 square feet 90% 760 square feet Retain 

37 Medical Record Storage Leased 14,660 square feet 100% 0 square feet Retain 

38 Oil Dock, Fabrication, Storage Owned 10,236 square feet 50% 3,327 square feet  Sell 

39 State Highway Patrol Campus Home  Owned 1,164 square feet  0% 1,164 square feet  Demolish and retain 

Department of Transportation 

40 BSIP Building Leased 60,477 square feet 94% 2,368 square feet Retain 

41 Century Center, Building B Owned 115,673 square feet 89% 8,169 square feet Retain 

42 Highway Building Owned 137,023 square feet 84% 13,930 square feet  Retain 

43 Highway Geo Technical Unit Leased 13,883 square feet 94% 253 square feet Retain 

44 Highways Building Leased 54,602 square feet 92% 3,303 square feet Retain 

45 Highway Maintenance Owned 25,829 square feet 75% 4,197 square feet  Retain and increase utilization 

46 Highway Maintenance Equip Depot Owned 61,647 square feet 70% 12,021 square feet  Retain and increase utilization 

47 Highway Patrol Communication and Logistics  Owned 3,493 square feet 86% 319 square feet  Retain 

48 Raney Building Owned 27,178 square feet 78% 3,867 square feet  Retain 

49 Wilmington DMV (New Hanover) Owned 3,430 square feet 100% 0 square feet  Sell 

Notes: Program Evaluation Division (PED) estimated utilization rates by dividing the total available space by the total usable space for each facility. Total available space is the unused space as 
measured during site visits. For leased office space, total usable space equals the required space listed in the lease specifications form submitted by the agency. For office space in state-owned 
buildings total usable space equals the total square feet listed in the state property inventory minus a 35% circulation rate. PED estimated utilization rates for warehouse and storage facilities based on 
observations of facility use during site visits. 

Unless otherwise indicated, all properties are located within Wake County. For buildings, total space is the net current square feet. The State Highway Patrol Campus is allocated to the Department of 
Public Safety (DPS) even though the property’s operating expenses are incurred by the Department of Transportation (DOT). The Archdale Building and Textbook Warehouse are both within the State 
Government Complex and are allocated to DPS and the Department of Public Instruction (DPI), respectively. The Archdale Building houses both DPS and the Department of Environment and Natural 
Resources (DENR); total square feet and available square feet for this property only includes square feet allocated to DPS. Utilization of the Cambridge House is at 0% although the Department of 
Commerce’s (DOC) Division of Employment Security (DES) uses two rooms within this home for file storage while still maintaining storage space at other locations noted on this table; since the property is 
not allocated to the agency, its utilization is 0%. The Corrections Construction Yard facility includes a building that is used by the Department of Environment and Natural Resources (DENR) but is 
allocated to the Department of Public Safety. The Farlow House is recommended for retention because of its proximity to current state-owned buildings. 

Source: Program Evaluation Division based on a review of the state property database and site visits. 
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From this limited sample, PED identified 16 properties that could generate 
an estimated $14.3 million in one-time state revenue if sold. These 
properties are allocated to three state agencies—the Departments of 
Administration, Agriculture and Consumer Services, and Public Safety—and 
distributed across five counties (Duplin, Iredell, Guilford, New Hanover, and 
Wake). These properties are described below.  

The Department of Administration retains 12 vacant properties within 
the State Government Complex that would generate an estimated $11.1 
million in one-time revenue if sold. 11 These properties are historic homes 
constructed between 1870 and 1947. As shown in Exhibit 5, five of these 
properties are located along Blount Street, five properties are located on 
Person Street, and two properties are located on North Street. There is no 
record of how long these houses have sat vacant. Site visits confirmed that 
no state agency regularly conducts business at these properties.12 One 
building—the Heck-Andrews house—has remained vacant since the State 
acquired it under the administration of Governor James Martin. 13 

Observations from site visits and collected data demonstrate all of these 
properties needing repair work ranging from cosmetic fixes to significant 
structural fortification.14 In total, it would cost the State approximately 
$18.1 million to repair and renovate these buildings for use. Disposing of 
these properties through a sale could generate estimated one-time revenue 
of $11.1 million for the State. In addition, an estimated $108,858 in 
annual property tax revenues would be restored to the Wake County tax 
base.15 

  

                                             
11 Revenue estimates are based on county assessed values.  
12 The Employment Security Commission within the Department of Commerce uses two rooms of the Cambridge House for file storage. 
13 James Martin served as Governor of North Carolina from 1985-1993. 
14 The interior condition of the McGee house could not be observed due to structural issues. 
15 State-owned property is exempt from local property taxes. This figure is based on the total assessed value of the land and buildings 
in Wake County. 
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Exhibit 5: DOA Retains 12 Vacant Historic Homes in the State Government Complex in Downtown 
Raleigh 

 

 

Map 
No. 

Property Name Location 
Estimated 
Utilization 

Rate 
Total Size 

Total 
Assessed 

Value  

Est. Annual 
Local Tax 
Proceeds 

1 Howell House  111 E. North St.  0% 2,814 square feet $1,623,643 $15,961 

2 Heck-Andrews House 309 N. Blount St.  0% 4,834 square feet 947,748 9,325 

3 
Andrews-Duncan 

House 407 N. Blount St. 0% 4,798 square feet  1,573,196   15,466 

4 McGee House   411 N. Blount St.  0% 2,315 square feet - - 

5 Coble Helms House 417 N. Blount St.  0% 2,776 square feet 803,205 7,907 

6 
Heartt House and 

Storage  421 N. Blount St.  0% 5,416 square feet 3,850,427 37,823 

7 Gay House 419 N. Person St.  0% 2,025 square feet 347,992 3,437 

8 Worth House  415 N. Person St.  0% 1,530 square feet 118,845 1,187 

9 Watson House  411 N. Person St.  0% 1,606 square feet 398,065 3,928 

10 Cambridge House 407 N. Person St. 0% 2,496 square feet 393,916 3,887 

11 Lamar House 401 N. Person St.  0% 3,416 square feet 422,956 4,173 

12 Ashley House 219 E. North St.  0% 3,352 square feet 585,122 5,765 

Total   37,378 square feet $11,065,115 $ 108,858 

Note: The assessed value of the Heartt House and Storage includes the assessed value of land on which the Howell House 
and McGhee House are located, and thus assessed land value is only included once for these three homes. The McGee 
House is a candidate for disposal by demolition and its assessed land value is accounted for in the Heartt House and 
Storage property. Property photos courtesy of Google Earth. 

Sources: Program Evaluation Division based on site visits and the Department of Administration database of state property. 
Assessed values are based on information from the Wake County tax department.  
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The Department of Agriculture and Consumer Services (DACS) retains 
four vacant properties that could generate an estimated $1.8 million in 
one-time revenue if sold. According to DACS officials, these properties no 
longer serve a programmatic need. In addition, DACS officials identified 
all four properties for disposition in response to a 2013 legislative study of 
surplus property.16 The four properties are featured in Exhibit 6 and 
described below. 

 Livestock Show & Sale Facility (Iredell County). This 46.25 acre 
property in Statesville has remained undeveloped since its purchase 
in 1998. Further, DACS staff recommends sale as it has no plans for 
developing the property. As a property zoned for 
commercial/industrial use, disposition of the property by sale could 
generate an estimated $943,500 in one-time revenue for the State. 
If sold, this property could also return an estimated $5,236 in 
annual property tax revenues to the Iredell County tax base. 

 Piedmont Triad Farmers Market (Guilford County). This 
undeveloped land is situated across the road from the Piedmont 
Triad Farmers Market on 6.36 acres in Greensboro. DACS officials 
stated the agency does not have plans to develop this land. 
Disposition of this property could generate an estimated $190,000  
in one-time revenue for the State and could return an estimated 
$2,665 in annual tax revenues to the Guilford County tax base.  

 Animal Diagnostic Lab (Duplin County). Constructed in 1980, this 
facility measures 8,776 square feet and is located on 5.09 acres in 
Rose Hill. The facility contains laboratory and office space and was 
previously occupied by the DACS Veterinary Division. According to 
DACS officials, the property has been vacant for about seven 
years. DACS pursued disposing of the property through sale to the 
Duplin County Board of Education, but the school board is no longer 
interested in acquiring the property. Disposing of this property 
through a sale could generate an estimated $687,400 in one-time 
revenue for the State. In addition, an estimated $5,018 in annual 
property tax revenues may be returned to the Duplin County tax 
base. 

 Fuel and Calibration Station (New Hanover County). This 
property is located across the street from the North Carolina State 
Port Authority office in Wilmington. The site is a small triangular-
shaped island lot formed by the intersections of Burnett Boulevard, 
Virginia Avenue, and Southern Boulevard. In addition, remediation 
of underground storage containers on the site would require an 
expenditure of $25,000. The condition, shape, and location of this 
parcel of land make it less attractive for a private sale. DACS staff 
recommends reallocating the land to the State Ports Authority 
because the authority has been maintaining the property for some 
time by mowing the lawn.  

                                             
16 Subcommittee on Surplus Property of the House Select Committee on State-Owned Assets (2013). Report to the 2013 Regular 
Session of the 2013 General Assembly of North Carolina. Raleigh: NC: North Carolina General Assembly. 
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Exhibit 6: Sale of Unneeded DACS Property Would Generate an Estimated $1.8 Million in One-Time 
Revenue 

Map No. 1 2 3 4  

Aerial Photo 

 

 

 Total 

Property Name 
Livestock  

Show and Sale 
Facility 

Piedmont Triad  
Farmers Market  

Animal  
Diagnostic Lab  

Gas and Calibration 
Station  

Location 
Bristol Road 
Statesville 

8254 Tyner Road 
Greensboro 

324 Yellowcut Road 
Rose Hill 

2201 Burnett 
Boulevard 
Wilmington 

 

Utilization Rate 0% 0% 0% 0%  

Disposition  Sell Sell  Sell  Reallocate   

Total Size 46.25 acres 6.36 acres 8,776 square feet 513 square feet 9,289 sq. ft., 
52.61 acres 

Total Assessed 
Value 

$943,500 $190,000 $687,400 - $1,820,900 

Estimated 
Annual Local 
Tax Proceeds 

$5,236 $2,665 $5,018 - $12,919 

Note: Assessed values are based on information from the county tax departments of the following counties: Duplin, Guilford, Iredell, 
and New Hanover. Property photos courtesy of Google Earth.  

Source: Program Evaluation Division based on site visits, the Department of Administration’s database of state property, and the 
Department of Agriculture and Consumer Services. 
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The Department of Public Safety (DPS) retains an underutilized storage 
facility that could yield an estimated $1.4 million if the facility was sold 
and existing functions were redistributed to other sites. This storage 
facility is located on U.S. Highway 70 in Garner on 8.09 acres of land and 
consists of three small buildings totaling 10,236 square feet. Correction 
Enterprises uses this facility for three functions: to store correctional clothing 
no longer used by corrections officers, to store files and blueprints for 
another DPS facility, and for occasional fabrication of materials for video 
surveillance equipment. DPS also stores corrections vehicles waiting to be 
decommissioned and returned to DOA Motor Fleet Management at this 
location. Site visit observations noted that the property is unstaffed. 
Program Evaluation Division staff identified this property for disposition 
because Correction Enterprises has available space at other facilities that 
would enable fulfillment of the functions currently being performed at this 
facility.  

 Clothing storage can be moved to a property with an existing 
lease. A property leased by Correction Enterprises at 1349 
Express Drive in Raleigh could accommodate these storage needs. 
This facility has 2,964 square feet of available space. In addition, 
PED identified outdated prison guard uniforms being stored since 
2009 that were no longer being used by prisons within the state. 
Selling or donating these materials to local governments or 
nonprofit organizations would reduce storage needs. 

 The fabrication function can be moved to a state-owned 
property. A DPS construction site located at 1401 Hodges Street in 
Raleigh could accommodate fabrication functions. The Hodges 
Street property has an estimated 6,007 square feet of storage 
space currently being used by the Department of Environment and 
Natural Resources. This space is presently used to store filing 
cabinets and Museum of Natural History equipment and displays. 
According to DENR officials, much of the contents of this storage 
building could be stored in nearby state-owned properties that 
have been sold or allocated to DENR. Moving or disposing of these 
items would provide necessary space to relocate DPS fabrication 
operations currently being performed at the Garner facility to the 
Hodges location. DPS officials contend that the storage building at 
the Hodges facility would need renovation prior to consolidation 
but did not provide cost estimates when PED requested this 
information. 

 Vehicle storage, file and blueprint storage, and video services 
can be moved to an existing leased property. A leased 
warehouse at 200 Leagan Drive in Raleigh has an estimated 2,337 
square feet of available space that can accommodate the file and 
blueprint storage and video services functions currently performed 
at the Garner facility. In addition, PED identified three sites around 
the capital area that could be used to accommodate DPS vehicle 
storage needs: 
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o DOT Equipment Depot at 4809 and 5105 Beryl Road, 
Raleigh,17 

o DOA State Surplus Property Agency Warehouse at 6501 
Chapel Hill Road Highway 54 West, Raleigh, and 

o DOA Motor Fleet Management Motor Pool at 1915 Blue 
Ridge Road, Raleigh. 

Redistributing the functions from the Garner property to other state-owned 
facilities would eliminate programmatic need for the U.S. Highway 70 
facility in Garner. If sold, this property could yield an estimated one-time 
revenue of $1.4 million for the State and return $16,448 to the annual 
property tax base of Wake County. 

  

                                             
17 DOT officials stated the agency is willing to work with DOA and DPS to accommodate its vehicle storage needs. 
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Exhibit 7: Shifting Operations and Disposing of a DPS Storage Facility Would Yield an Estimated 
$1.4 Million in One-Time Revenue 

   

Note: Agency acronyms are as follows: Department of Administration (DOA), Department of Public Safety (DPS), and Department of 
Transportation (DOT). 

Source: Program Evaluation Division based on site visits and a review of property databases. 

Optimizing the utilization of state-owned space in lieu of leasing space 
could result in an estimated $2.6 million in future cost avoidance. State 
law requires all state departments, institutions, and agencies to utilize 
state-owned space in lieu of negotiating or renegotiating leases for rental 
of office space. In many cases, the need for leased space could be 
eliminated by relocating operations to underutilized state-owned space. 
Exhibit 8 lists three state-owned properties identified during site visits that 
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had sufficient available space to accommodate one or more leases. In 
total, there are seven leases terminating within the next year whose space 
requirements could be accommodated by existing space in one of those 
state-owned buildings.18 As the exhibit shows, allowing these seven leases 
to expire and consolidating operations into underutilized, state-owned 
space could result in an estimated $2.6 million in future cost avoidance.  

Exhibit 8: Opportunities Exist to Optimize Utilization of State-Owned Space That Could Result in 
an Estimated $2.6 Million in Future Cost Avoidance 

Property  
(Current Occupants)  

Lease Set to Expire  Total Square 
Feet  

Expiration 
Date 

Term     
(in Years) 

Annual 
Rent  

Cost 
Avoidance  

State-owned Leased  
 
Archdale Building 
(DPS) 
Unused:  
4,159 Square Feet 

DPS Personnel Office 
for Substance Abuse 

4,222 07/31/2015 7 $  73,417 $  513,918 

Kendall Complex 
(DOC) 
Unused:  
26,785 Square Feet 
 

DOL OSHA 12,287 08/31/2015 5 192,916 964,582 

DOC Rural 
Electrification Authority 

1,626 07/31/2015 3 13,200 39,564 

DOC DES 5,900 09/30/2015 3 79,245 237,518 

DENR Waste 
Management 

2,450 11/30/2015 3 24,000 71,934 

DPS Inmate Grievance 
Resolution Board 

2,811 02/28/2016 11 39,748 437,332 

 
Raney Building 
(DOT) 
Unused:  
3,867 Square Feet 
 

DOT ROW Appraisal 
Office 

3,731 11/30/2015 7 54,398 380,786 

Total 33,027  - $476,924 $ 2,645,634 

Notes:  Leases selected are due to expire between July 2015 and June 2016. Cost avoidance for each lease is calculated by 
considering the previous term and annual rent. Cost avoidance figures do not include costs associated with relocating agency 
operations. Agency acronyms are as follows: Department of Public Safety (DPS), Department of Commerce (DOC), Department of 
Labor (DOL), Occupational Safety and Health Administration (OSHA), Division of Employment Security (DES), Department of 
Environment and Natural Resources (DENR), Department of Transportation (DOT), and Right of Way (ROW). 

Source:  Program Evaluation Division based on State Property Office property database. 

In summary, the Program Evaluation Division conducted 49 site visits of 
state property. These site visits show the State retains interest in real 
property that is underutilized, vacant, or no longer serves a programmatic 
need. The Program Evaluation Division identified 17 properties for disposal 
and 7 leases that could be eliminated and consolidated into unused state-

                                             
18 PED identified these leases based on space requirements and lease expiration data. PED did not consider the feasibility of 
eliminating or consolidating each particular lease.  
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owned space. This disposal and consolidation would generate an estimated 
one-time savings of $14.3 million as well as $2.6 million in future cost 
avoidance.  Although the estimated one-time revenue and cost avoidance 
savings cannot be generalized statewide, a systematic review of state 
property may yield additional opportunities to dispose of or consolidate 
assets to reduce cost.  

 

Finding 2. North Carolina lacks a process to systematically identify 
surplus real property.   

The Program Evaluation Division was able to identify properties for 
disposal and consolidation by collecting information on mission dependency 
and utilization for a sample of properties. However, to systematically 
identify unused, underutilized, and inefficient property it is necessary to 
track and monitor the appropriate property performance measures. At 
present, North Carolina lacks a statutory definition, process, and data to 
perform this function.  

North Carolina has not statutorily defined the term surplus. Federal 
code defines surplus as excess property no longer needed to meet the 
needs or responsibilities of a given agency. Federal code further specifies 
surplus property as assets that are unused or underutilized. In 2003, session 
law defined surplus real property as land or buildings that are unused or 
underutilized.19 However, the session law was not codified and this 
definition for surplus real property expired in 2005. Currently, state law 
only refers to surplus real property and does not define the term.20 
Similarly, North Carolina Administrative Code refers to surplus state-owned 
property21 without clarifying exactly what is meant by the term. Absent a 
codified definition, agencies and institutions maintain their own definitions 
of surplus property. Of the agencies and institutions surveyed, 14 of 31 
reported having a definition for surplus.22 These definitions and criteria 
include property that  

 no longer supports current or future programs managed by the 
department, 

 has outlived its intended purpose due to age or condition and is no 
longer utilized, or 

 is unneeded by the state agency. 

Absent a statutory definition or criteria for surplus real property, the 
Department of Administration has delegated the responsibility to 
identify unneeded property to the agencies. DOA does not require 
agencies to report surplus property and does not provide guidance or 
criteria on how and when to determine if an asset is no longer needed. 
However, when state agencies identify unneeded property they are 
required to submit an application to DOA to begin the disposal process. 
Thus, the process for identifying unneeded property depends on each 

                                             
19 Session Law 2003-284 Section 6.89(a). 
20 N.C. Gen. Stat. § 40A-l 0 refers to the sale and disposition of surplus property without defining surplus.  
21 01 NCAC 06B .0304 refers to the rules related to the sale of surplus state-owned property but never defines surplus.  
22 The Department of Environment and Natural Resources was unable to provide a single agency response and as a result has not been 
counted as part of the number of respondents.  
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agency’s ability and willingness to do so. Without a systematic process in 
place the State has relied on one-time legislatively directed efforts to 
identify unneeded or surplus property.  

One-time efforts to identify and implement systems for managing 
surplus properties have yielded limited results. Since 2003, the General 
Assembly has made four discrete attempts to implement reforms and 
changes to the State’s system for identifying and disposing of surplus real 
property.  

 2003: Session Law 2003-284 directed DOA, in consultation with 
affected agencies and institutions, to develop and implement a 
system that would continuously identify state-owned surplus real 
property, evaluate that property, and dispose of that property as 
appropriate. DOA contracted with a consultant for a proposal to 
develop and implement the system. According to the consultant’s 
report the system would have required 13 additional positions.  
DOA filed an expansion budget request to develop the system but 
the positions were never funded.  

 2011: Session Law 2011-145 directed DOA, in consultation with 
affected agencies and institutions, to implement a system for the 
sale of disposable assets (defined as unused or underutilized land 
and buildings). DOA surveyed state agencies and institutions 
requesting assistance in updating records in the state property 
database. Surveys identified 26 properties for disposal, three of 
which were recommended for sale, one of which has been sold.23  

 2012: In 2012, the General Assembly convened a House 
Subcommittee on Surplus Property of State-Owned Assets. The 
subcommittee identified 52 surplus properties, half of which were 
identified for potential disposal. The subcommittee also found: 

o identifying potential surplus property has been met with 
reluctance by agencies; 

o requiring each state agency to evaluate its property for 
utilization every two years and submit a detailed report to 
DOA would promote more effective reporting of surplus 
property; and 

o establishing an automatic designation of surplus property 
based on utilization reports would promote agencies to use 
state property more effectively. 

The subcommittee recommended draft legislation addressing these 
findings. House Bill 13 was introduced during the 2013 session but 
was not enacted. 

 2015: Introduced during the 2015 session, Senate Bill 2015-636 
would require DOA to develop and implement a plan to analyze 
the current uses of all state-owned or leased property, to 
consolidate state functions into as few facilities as possible, and to 

                                             
23 These properties include 95 acres located in Cary in Wake County, 14 acres located in Wilmington in New Hanover County, and 4 
acres located in Kinston in Lenoir County. Only the Lenoir County property has been sold.  
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sell or otherwise dispose of all property thereby freeing up state 
functions. 

A Program Evaluation Division survey asked agencies and institutions to 
identify unneeded or surplus property. Of the 12 properties identified as 
surplus by agencies and institutions, 9 (75%) had been identified as 
unneeded or surplus by prior one-time efforts. This result demonstrates that 
one-time efforts to identify and dispose of real property have been 
ineffective and led to the retention of assets that have already been 
identified as being no longer needed.24  

The federal government has established standards for real property 
data collection; however, the Department of Administration’s State 
Property Office (SPO) does not maintain the data necessary to make 
informed decisions regarding the disposition of real property. Disposition 
is the process by which agencies identify surplus property and then 
transfer, donate, or sell facilities or land they no longer need. Disposition is 
an important asset management function because the costs of maintaining 
unneeded properties can be substantial. Savings generated by the 
disposal of unneeded properties can be reallocated to real property 
needs such as improving building security or IT infrastructure or repairing 
existing facilities, or it can be used to support other policy priorities. 
Disposition is also important because, as a mechanism by which private 
entities acquire excess real property, it places a property and its 
operations back into the local tax base.  

The federal government’s General Services Administration’s (GSA’s) 
Federal Real Property Council (FRPC) was created to promote efficient and 
economical use of federal real property assets. To carry out this objective 
the FRPC established and defined 25 mandatory data elements to be 
captured at the asset level and reported by all federal agencies to GSA. 
The FRPC has designated 4 of the 25 data elements as first-tier 
performance measures. Information on an asset’s mission dependency, cost, 
condition, and utilization are most important when trying to assess its 
performance. These performance measures are important because they 
can serve as indicators for identifying underused and inefficient assets. As 
Exhibit 9 shows, North Carolina’s Department of Administration electronic 
database lacks important asset-level performance measures. 

  

                                             
24 Of the nine properties that had been identified as unneeded or surplus by prior one-time efforts, three are recommended for 
disposal, one is recommended for reallocation, and one is currently on the market.   
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Exhibit 9: The State Property Office Lacks Important Performance Measures for Determining When 
Real Property Can Be Deemed Surplus  

Information Description Tracked by State 
Property Inventory 

Mission Dependency 
The value an asset brings to the performance of the mission, goals, 
and objectives O 

Cost Acquisition, rents, and operation and maintenance  

Condition A general measure of an asset’s condition at a specific point in time O 

Utilization The degree to which owned and leased space is being used O 

= Fully Tracked          = Partially Tracked         O = Not Tracked 

Note: The state property database includes, but is not limited to, property attributes such as size (square feet and acreage), agency 
assignment, asset type, county and street location, acquisition cost and date, and insurance value.  

Source: Program Evaluation Division based on a review of literature and the state property database. 

The State Property Office does not track mission dependency. Mission 
dependency describes the value the asset brings to the performance of an 
agency’s mission, goals, and objectives. Understanding mission dependency 
is useful for prioritizing construction and repair projects and identifying 
assets no longer serving a programmatic need. The latest standards 
developed by the FRPC divide assets into three mission dependency 
categories: 

 Mission critical: Without the constructed asset or parcel of land, 
the mission is compromised. 

 Mission dependent, not critical: Does not fit into the "mission 
critical" or "not mission dependent" categories. 

 Not mission dependent: Does not affect the mission. 

These standards have allowed federal agencies like the National 
Atmospheric and Space Administration (NASA) to develop and track a 
Mission Dependency Index as a performance metric for its real property 
portfolio. This index reflects a systematic process for identifying an asset’s 
value to a mission in terms of interruptability, relocateability, and 
replicability  and is used as a driver for asset prioritization.  

State Property Office cost tracking is limited to acquisition and leasing 
costs and does not allow the analysis necessary to prioritize real 
property disposition. Effective real property portfolio management is 
performed on a life cycle cost accounting basis. Life cycle costing is a 
process of evaluating the economic performance of an asset over its entire 
life. This method balances the initial investment with the long-term expense 
of owning and operating the building. This process requires accounting not 
only for the cost of acquisition, construction and leasing, but also for 
operation and maintenance costs over the life of the asset.  

The property database managed by the SPO tracks acquisition and 
leasing costs, yet fails to capture operation and maintenance costs. 
Operation and maintenance costs include recurring maintenance and repair 
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costs, utilities (plant operation and purchase of energy), cleaning and 
janitorial costs, and roads and grounds expenses. Tracking operation and 
maintenance costs takes place at the agency level. The Program Evaluation 
Division surveyed agencies and found 74% of respondents reported 
tracking both operation and maintenance costs at the building or asset 
level. These survey results demonstrate this information exists in many cases 
and could be incorporated into the state property database. Without 
complete cost tracking, the SPO cannot implement life cycle cost accounting 
to make fully informed determinations regarding the retention or disposal 
of particular assets.  

The State Property Office does not measure or index the condition of 
each asset, leaving the State without critical information for managing 
real property disposition. A facility condition index is a general measure 
of constructed asset condition at a specific point in time. This measure 
allows administrators to prioritize projects based on value and cost and 
make fully informed decisions about these assets in terms of disposition of 
continued investment.  

In North Carolina, asset repair needs are evaluated through the State 
Construction Office’s Facilities Condition Assessment Program (FCAP). The 
FCAP provides a professional review of a facility’s key components and 
systems in order to define problems, develop cost estimates, and create 
plans for repairs. However, the SPO database for managing real property 
does not include estimates for repair needs developed through the FCAP 
process. Without these data, the SPO cannot calculate a facility condition 
index for each asset.  

The State Property Office does not measure or track utilization, leaving 
the State’s assets susceptible to underutilization. Tracking utilization is 
important because it 

 describes the degree to which owned and leased space is being 
used, 

 identifies operational inefficiencies and opportunities for 
consolidation, and  

 provides opportunities to sell, transfer, or donate unused and 
underutilized properties. 

The state property database does not track the extent to which an asset is 
being used. Currently, the SPO relies on agencies to disclose excess space; 
however, there are no procedures or guidance provided to agencies for 
collecting and disclosing this information. There is no requirement for 
agencies to report on utilization, nor is a field included in the state 
property database for tracking available space.25 

The ability to identify vacant or unused space is important because these 
assets represent property no longer meeting a programmatic need. Vacant 
and unused properties are ideal for disposition through transfer, donation, 
or sale and offer opportunities for generating one-time revenue and 
returning previously untaxable property to the local tax base. Furthermore, 

                                             
25 The state property database includes a field that denotes whether a building is vacant or occupied. However, no field exists showing 
the extent of occupancy.  
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analyzing property utilization is important for optimizing state-owned 
space. Underutilized assets are inefficient and efforts should be taken to 
increase utilization wherever opportunities exist. 

Collecting data on these four performance measures is important because 
they can serve as indicators for identifying underused and inefficient 
assets. DOA contends that the cost and condition data elements can readily 
be incorporated into the database. However, incorporating utilization and 
mission criticality will require DOA to develop adequate guidance and 
procedures for agencies and a process to verify agency data in order to 
ensure consistency statewide. 

In summary, North Carolina lacks a statutory definition and process for 
identifying surplus real property. In the past, identification of real property 
that is underutilized, vacant, or no longer serving a programmatic need has 
been reliant on legislatively directed, one-time initiatives that have resulted 
in the disposition of few properties. Important performance measures that 
would enable the SPO to more effectively identify inefficient, unused, or 
underutilized property are not tracked by the state property database. As 
a result, North Carolina lacks a systematic process for identifying property 
for disposal. 

 

Finding 3. The Department of Administration does not effectively 
control and manage the State’s portfolio of real property.  

Real property disposition is just one of several components of real 
property portfolio management. Over the past 20-25 years public and 
private sector property management has evolved from a discipline focused 
on managing individual buildings to one focused on the total performance 
of a portfolio of assets. Portfolio management seeks to optimize the 
financial performance of the portfolio of leased and owned assets through 

 setting strategic priorities,  
 performance management,  
 benchmarking, 
 monitoring utilization, and  
 disposition of unneeded properties.  

Based on these criteria, the Program Evaluation Division expected to find 
that the Department of Administration (DOA) had engaged in practices of 
portfolio management. As Exhibit 10 shows, DOA has not taken control of 
managing the State’s portfolio of real property.  
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Exhibit 10: The Department of Administration is Not Actively Engaged in Practices Associated with 
Portfolio Management 

Portfolio Management 
Practice 

Description of Activity Practice 
Implemented 

Setting Strategic 
Priorities 

Establishing strategic initiatives for the State’s portfolio of real property through goal 
setting  O 

Asset Performance 
Management Establishing and monitoring an asset performance management system  O 

Benchmarking 
Continuously comparing and measuring asset performance against comparable 
organizations’ asset performance O 

Utilization Management Tracking and monitoring the extent to which each asset is being used  O 

Disposition Identifying and disposing of unneeded real property   

= Fully Implemented       = Partially Implemented       O = Not implemented 

Source: Program Evaluation Division based on a review of statute and operations. 

DOA has not established strategic priorities for the State’s portfolio of 
real property. A strategic facilities plan (SFP) is defined as a two-to-five-
year plan encompassing the entire portfolio of owned and/or leased 
space that sets strategic facilities goals based on strategic objectives. 
Strategic facilities goals determine implementation plans including 
prioritization of and funding for facility-related projects and capital needs. 
The SFP is a necessary portfolio management tool because it identifies the 
type, quantity, and location of spaces required to fully support an 
organization and includes an in-depth analysis of existing facilities’ 
locations, capabilities, utilization, and condition. 

DOA completed a master plan for state facilities in 2008.26 However, the 
plan fell short of a strategic facilities plan because it focused on properties 
in Wake County and did not identify statewide strategic priorities. Without 
establishing strategic priorities or focusing on all assets within the State’s 
real property portfolio, the department cannot manage the performance 
of the State’s entire portfolio of real property.  

A survey of state agencies and institutions shows many agencies are 
engaged in property management planning. Of the agencies and 
institutions surveyed, 61% retain property management plans. These data 
indicate information exists that would allow DOA to begin assembling 
portfolio-level strategic priorities for individual agency plans. Under its 
existing statutory authority, DOA could require all agencies and institutions 
to compile and submit an SFP every five years to collect the information 
needed to establish statewide goals and objectives for real property.27  

                                             
26 N.C. Sess. Law 2006-66 appropriated $1 million for this effort. The department contracted with a local master planning firm to 
complete the plan. 
27 N.C. Gen. State § 143-341(h).   
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DOA is not managing the performance of the State’s aggregate portfolio 
of real property. Effective performance management supports informed 
decision making about allocation of resources within a given organization. 
Establishing goals is a critical component of performance management. 
Goals should be measurable, cascade from strategic priorities, and be 
outcome-oriented.  

The State Property Office’s goals are focused on the execution of 
acquisition and disposal transactions and do not address any aspect of the 
State’s aggregate portfolio. Furthermore, the goals are measured by 
process-oriented rather than outcome-oriented indicators. As the table in 
Exhibit 11 shows, the measures used to monitor achievement of objectives 
focus on individual program processes rather than outcomes and do not 
address the State’s aggregate portfolio of real property.  

Exhibit 11: The Department of Administration’s Performance Management System Tracks 
Processes But Lacks a Portfolio Focus  

Goals Measure Portfolio-Oriented 

Goal 1: Timely and quality 
management of programs 

 Percentage of general real estate projects responded to 
within 5 days over most recent 12 month period 

No 

 Number of leases submitted to Council of State that were 
submitted within 170 days of request of home agency 

No 

 Percentage of Ecosystem Enhancement projects closed within 
270 days of the agency request 

No 

Goal 2: Transparency   Percentage of records updated in the inventory within 60 days 
of file closure 

No 

Source: Program Evaluation Division based on a review of operations. 

Failing to engage in portfolio-oriented performance management means 
the State cannot  

 anticipate future facility requirements, 
 continuously assess and adjust portfolio holdings, 
 ensure efficient operation of facilities, 
 predict the consequences of management decisions such as 

deferred maintenance, and 
 report on the portfolio in a way that is concise and 

understandable.28    

DOA benchmarking provides limited value because it does not compare 
performance against private industry standards. Benchmarking is the 
process of continuously comparing and measuring a state’s performance 
against the asset performance of comparable organizations. Performance 
attributes that are comparable include operating costs, leasing rates, and 
asset values.  

The federal government and other states have found value in the practice 
of benchmarking. For example, the General Services Administration (GSA) 

                                             
28 Deferred maintenance and repairs refer to maintenance and repairs that were not performed when scheduled and were put off or 
delayed until a future period.  
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manages more than 8,500 private sector leases at an annual cost of over 
$4 billion. Due to leasing volume, GSA ensures lease rates are competitive 
with the private sector by partnering with the Logistics Management 
Institute to measure and analyze leasing performance relative to private 
industry and has established long-term goals focused on benchmark 
comparisons. At the state level, the Georgia State Properties Commission 
benchmarks rental rates in 70 different cities across the state to identify 
opportunities for savings through renegotiation.  

Currently, DOA benchmarking is limited to comparing state leasing rates 
within the capital area to leasing rates outside the capital area. These 
comparisons are of limited value given the composition of rural and 
metropolitan towns outside the capital area. Furthermore, the rates are not 
compared against private sector leasing rates. Private sector comparisons 
allow GSA to establish leasing goals against private industry benchmarks 
to optimize lease value.  

DOA is not engaged in utilization management. According to the U.S. 
Government Accountability Office, optimally utilizing owned space 
presents the opportunity to reduce reliance on leased space and address 
underutilization of state-owned properties.29 More efficient utilization of 
space also allows for gained efficiencies and improved government 
operations, particularly for agencies relocating to properties already 
occupied by the same agency. State law requires all departments, 
institutions, and agencies to use state-owned office space instead of 
negotiating or renegotiating leases for office space.30 This law implies that 
state-owned facilities are the preferred location for agency operations.   

Currently, DOA does not track real property utilization. Utilization 
management would require standards for measuring utilization, 
establishing baseline utilization data, establishing utilization targets, and 
monitoring changes over time. As shown in Finding 2, tracking utilization is 
important for identifying vacant or unused space that can be designated 
as surplus. Utilization monitoring is equally as important when agencies 
seek to acquire additional space through lease.  

Systematically tracking utilization would allow the SPO to determine if 
space already exists to meet the needs of lease acquisition requests. At 
present, the SPO relies on analysis of organizational charts to determine if 
an agency’s request for leased space is justifiable. Furthermore the SPO 
must rely on agents within the leasing and space planning section to be 
knowledgeable about available space. However, without utilization 
information, the SPO cannot be assured that these agents have sufficient 
information. In Georgia, the process for identifying available state-owned 
space occurs automatically in the database managed by the Georgia 
State Properties Commission. The commission seeks a lease if the size and 
function of the available space does not meet the agency’s need. 

                                             
29 U.S. Government Accountability Office (July 2012). Federal Real Property: Strategic Partnerships and Local Coordination Could Help 
Agencies Utilize Space Better (GAO-12-779). Washington, DC. This report notes five considerations in consolidating a current lease into 
an available government-owned facility: 1) how it affects an organization’s mission, 2) building-specific issues (i.e. security needs), 3) 
condition, 4) configuration, and 5) use for successful colocation. 
30 N.C. Gen. Stat. § 143-341(d1). 
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The SPO disposition process relies on agencies to identify surplus assets 
and uses only two mechanisms to convey unneeded property. 
Disposition methods include transfer, donation, demolition, and sale of 
facilities or land assets that are no longer needed. State law grants DOA 
the authority to initiate the disposition of state-owned real property.31 
Exhibit 12 compares North Carolina’s disposition processes with the federal 
disposition process.   

Exhibit 12: The State Disposition Process Fails to Systematically Identify Unneeded and 
Underutilized Property 

Disposition Process  Federal Process State Process 

Methods for identifying unused and unneeded properties  

Required annual survey of agencies  O 

Analysis of property database  O 

Method of Disposal 

Reallocation to another agency   

Private sale   

Gift/donate  O 

= Fully Implemented       = Partially Implemented       O = Not implemented 

Note:  The General Services Administration (GSA) is the primary agency overseeing federal property utilization, and is equivalent to 
North Carolina’s State Property Office (SPO). 

Source:  Program Evaluation Division based on federal law (40 U.S.C. §102) and a review of operations of the NC State Property Office. 

As the exhibit shows, unneeded federal properties are identified through 
one of two systematic methods: the required annual survey of real 
property holdings or through search and analysis of the Federal Real 
Property Profile database that lists the building, structure and land assets 
held by each agency.32 At the state level in North Carolina, DOA does not 
systematically identify unneeded and underutilized property and has 
delegated this responsibility to state agencies and institutions. This 
delegation is problematic because, as a 2012 Subcommittee on Surplus 
Property of State-Owned Assets found, agencies are reluctant to identify 
surplus property.  

                                             
31 N.C. Gen. Stat. § 146 27.(a). 
32 Only 24 federal agencies are required to report their real property through the Federal Real Property Profile database: the 
Departments of Agriculture, Commerce, Defense, Education, Energy, Health and Human Services, Homeland Security, Housing and 
Urban Development, the Interior, Justice, Labor, State, Transportation, the Treasury, and Veterans Affairs; Environmental Protection 
Agency; General Services Administration; National Aeronautics and Space Administration; National Science Foundation; Nuclear 
Regulatory Commission; Office of Personnel Management; Small Business Administration, Social Security Administration; and United 
States Agency for International Development. 
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State law allows for disposal by means of sale, lease, rental, and gift. 33 
However, as Exhibit 12 shows, DOA limits disposal to reallocation and sale. 
Despite statute allowing DOA to dispose of real property through gift, 
DOA contends the State is not interested in giving real property away and 
that sale through fair market value is the preferred method. Limiting 
disposal to sale and reallocation poses challenges for disposing property 
that is unneeded by other agencies and difficult to sell.  

Compare this process to the federal disposal process for federal property. 
Properties that are no longer needed are reported to GSA as excess or 
identified as such in the Federal Real Property Profile database.34 GSA 
then has 30 days to physically inspect each excess property and conduct 
an appraisal for fair market value. Following this process, GSA first issues 
notice of availability, making the property available for transfer to other 
federal agencies. If, within 60 days of the notice of availability no federal 
agency wants the unneeded property, it is declared surplus and made 
available to state and local governments and nonprofits.35 These entities 
can receive a discount of up to 100% of the fair market value of the 
property if they use the property for a public benefit.36 Surplus property 
that is not disposed of through the public benefit conveyance process may 
be sold to state and local governments at fair market value for a 
negotiated sale. Surplus properties still available after the negotiated sale 
process may be offered for public sale. The appraised value of a 
property is used as a guideline for initial pricing, and properties are sold 
through sealed bids, physical auctions, and Internet auctions. 

Retaining interest in unneeded real property results in lost value, negative 
impact on local economies, tax revenues, and employment, and ineffective 
property stewardship of the State’s real property portfolio. Hence, DOA 
should be exercising every option to dispose of property that is unwanted 
or hard to sell.  

Required reporting would improve accountability and enhance DOA’s 
ability to better manage the State’s portfolio of real property. Reporting 
is an important function of ensuring the performance of a portfolio. A 
structure wherein DOA is charged with control of real property and 
agencies and institutions are responsible for day-to-day operations would 
require agencies and institutions to report to DOA on individual assets and 
DOA to report on the portfolio as a whole. 

State law grants DOA the authority to require any state agency to make 
reports regarding its land and buildings.37 However, there are no 
formalized reporting requirements. Agencies are asked to report on 
inaccuracies and changes to the real property database, but DOA has not 
formalized this reporting requirement. Furthermore, as shown in Finding 2, 

                                             
33 N.C. Gen. Stat. § 146 27.(a). 
34 40 U.S.C. §102(3). 
35 40 U.S.C. §102(10). 
36 For a public benefit conveyance, property must be used for one of the following purposes: homeless services, corrections, law 
enforcement, public health, drug rehabilitation, education, parks and recreations, seaport facilities, wildlife conservation, highways, 
emergency management response, historic monuments, public airports, and housing. 
37 N.C. Gen. Stat. § 143-341.(4)(h). 
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DOA does not require agencies to report critical property performance 
data.  

Requiring reporting on a portfolio of leased and owned assets would 
provide decision makers with information on strategic priorities, capital 
allocation, asset performance, asset valuations, price benchmarking, 
occupancy and utilization, and disposal. Currently, DOA reporting is ad-
hoc. DOA is only required to report on a yearly basis to the Joint 
Legislative Commission on Governmental Operations and to the Fiscal 
Research Division on leased office space. This document is known as the 
“Inside/Outside Report” and is limited to leased property. Given that the 
annual value of state-owned assets is an estimated $26 billion and the 
annual value of leased property is estimated at $65 million, decision 
makers currently receive information on less than 1% of the total value of 
the State’s portfolio of real property. Expanding DOA’s reporting 
requirement to include information about the State’s entire portfolio of real 
property would ensure the activities associated with portfolio management 
are being implemented.  

DOA claims it does not have the personnel to meet additional reporting 
requirements. However, in many cases these data already exist. A Program 
Evaluation Division survey of agencies and institutions found 39% of 
agencies already track critical asset performance measures identified by 
this finding.  

Outsourcing transaction-based activities of the State Property Office 
could free up existing DOA resources to more actively manage and 
control the State’s portfolio of real property. Georgia’s State Properties 
Commission is an administrative body similar to the SPO in its responsibility 
to control real property, maintain an accurate and complete inventory of 
state real property interest, and prepare acquisition and disposal 
transactions. This office has outsourced new and existing lease transactions 
to a commercial real estate firm at no cost to the State of Georgia. 38 The 
vendor brokers multi-year leases on behalf of the state and earns its 
commission from the landlord for executing the lease. In addition, a portion 
of the vendor’s earnings goes to a fund that the State Properties 
Commission can use to procure assistance on other strategic priorities 
related to the State’s portfolio of real property.  The state of Georgia 
estimates this contract has resulted in $8.4 million in cost avoidance since 
2013.  

PED estimates outsourcing leasing transactions would free up an estimated 
10.7 FTE within the SPO. These individuals could be reassigned to carry out 
practices and activities more closely aligned with managing and controlling 
the State’s portfolio of real property.   

In summary, DOA is not fully engaged in managing and controlling the 
State’s portfolio of real property. DOA does not perform many practices 
associated with portfolio management and has delegated day-to-day 
management of real estate assets to state agencies with minimal guidance 
and oversight to ensure statewide consistency. PED has observed DOA’s 

                                             
38 Cassidy Turley is the vendor providing commercial real estate services to the State of Georgia. 
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passive approach to managing state assets during prior evaluations of 
passenger motor vehicles and submerged lands.39 More stringent required 
reporting would ensure better oversight while outsourcing of lease 
transactions would ensure sufficient resources exist to more actively 
manage the State’s portfolio of real property.  

 

Finding 4. Discrepancies in the database and insufficient access controls 
jeopardize the completeness, accuracy, and security of North Carolina’s 
inventory of real property. 

The Department of Administration (DOA) has a statutory duty to prepare 
and keep current a complete and accurate inventory of all lands and 
buildings owned or leased by the State or by any state agency.40 For land 
assets, the inventory must show the location, acreage, description, source of 
title, current use of all land, and the agency to which each tract is currently 
allocated. For each building, statute requires information on the location, 
amount of floor space and floor plans, and the agency to which each 
building, or space therein, is currently allocated.  

The State Property Office (SPO), organized under DOA, manages the 
inventory database that tracks state property, including buildings, land, 
and leased office and warehouse space. The database includes a mapping 
function for land assets and is designed to record property transactions 
such as acquisitions, dispositions, and leases of state property to non-state 
entities. SPO created the database in 1980 on the mainframe and added 
a mapping functionality in 1992. In 2007, SPO upgraded the database to 
include additional fields and made the inventory available online. 

DOA has not established a formalized reconciliation process to ensure 
the accuracy and completeness of the State’s inventory. As a result, the 
department relies on the discretion of each agency to review its records 
against the SPO database in order to identify and report discrepancies. A 
Program Evaluation Division survey of agencies and institutions found only 
6% of agencies reconcile real property data on a regular basis. More than 
half (52%) of agencies and institutions responded that they reconcile data 
as needed while 42% do not reconcile their records against the SPO 
inventory at all. Performing reconciliation with such infrequency prevents 
the State from having reasonable assurance of the validity and accuracy 
of its real property data. 

The lack of a formalized reconciliation process has resulted in instances 
in which the State’s inventory of real property was neither complete nor 
accurate. Reconciliation is an important way to ensure the completeness 
and accuracy of data in the State’s inventory. Through this process, 
information about the acquisition, condition, and use of each asset is traced 
back to its original documentation. Reconciliation involves resolving any 
discrepancies to ensure the accuracy and validity of data and prevent 

                                             
39 Program Evaluation Division. (2012, March). Motor Fleet Management Uses Best Practices, but Needs Telematics to Strengthen 
Accountability. Raleigh, NC: North Carolina General Assembly. Program Evaluation Division (2013, January). North Carolina Does Not 
Track Submerged Lands Under Navigable Rivers or Know the Extent of Private Claims. Raleigh, NC: North Carolina General Assembly. 
40 N.C. Gen. Stat. § 143-431(4)(a)-(b). 
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unauthorized changes to sensitive information. The Program Evaluation 
Division attempted to reconcile state property inventory data against 
physical deeds held by the Department of the Secretary of State for a 
sample of 377 property records. However, the lack of a common property 
identifier posed a challenge to reconciliation of electronic inventory 
records. The Secretary of State matched 264 records, or 70% of the 
sample. The office reported that the remaining records could not be 
matched because 

 the original deed was never filed with the Secretary of State; or  
 the record from the SPO database did not contain adequate 

information to perform the match to the original deed with any 
degree of certainty. 

The Secretary of State indicated that its ability to reconcile electronic 
inventory records with the physical deeds would be improved if SPO 
adopted the Secretary of State filing number allowing for ease of 
matching and reconciliation.  

Site visits identified additional discrepancies in the information listed in 
the SPO database. These discrepancies are described below. 

 Building not listed in the inventory. The SPO database lists land 
at 3130 Garner Road in Raleigh as being allocated to the 
Department of Public Safety (DPS). A site visit revealed the 
existence of a dilapidated house on this property that is not 
included in the list of state-owned buildings in the database. Wake 
County tax records indicate this property has been owned by the 
State of North Carolina since 2011. Observations indicated that 
the house was not boarded up, did not have a No Trespassing sign 
posted, appeared to have fire damage, had utility infrastructure 
removed, and had evidence of squatters.  

 Allocation of space not recorded in the inventory. The SPO 
database lists the land and buildings located at 1401 Hodges 
Street in Raleigh as being allocated to DPS. However, site visits 
identified space on the property used by the Department of 
Environment and Natural Resources (DENR) for storage. DPS does 
not charge DENR for the use of its facility, even though DPS pays to 
insure this property and its contents. 

 Vacant property not listed as “vacant” in the inventory. The SPO 
database lists 15 vacant properties in downtown Raleigh as 
allocated to DOA. The Farlow House located at 412 N. Wilmington 
Street is not listed as one of these vacant properties, but Program 
Evaluation Division staff observed that the property is empty and 
unoccupied as of March 2015. 

A previous Program Evaluation Division report noted that the SPO 
database does not track lands submerged under navigable rivers.41 
Submerged lands are defined in North Carolina law as being “State lands 
which lie beneath any navigable waters within the boundaries of this State, 

                                             
41 Program Evaluation Division (January 2013). North Carolina Does Not Track Submerged Lands Under Navigable Rivers or Know the 
Extent of Private Claims. Raleigh, NC: North Carolina General Assembly. 
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or the Atlantic Ocean to a distance of three geographical miles seaward 
from the coastline of this State.42 Despite its statutory duty to maintain an 
inventory of state-owned land, DOA does not specifically track submerged 
lands. DOA justifies the lack of a comprehensive inventory of submerged 
lands because it assumes that all lands submerged under rivers are 
sovereign land. 

Lastly, the SPO database does not correctly list assets belonging to entities 
recently transferred to DPS as being allocated to DPS. NC Session Law 
2014-100 directed Type II transfers of the North Carolina Alcohol 
Beverage Control (ABC) Commission and the State Bureau of Investigation 
(SBI) to DPS effective August 2014.43 The SPO database lists the SBI real 
property assets under DPS, but lists the ABC Commission assets under the 
Department of Commerce.44 This delay in updating the SPO database is 
problematic because the Department of Insurance uses the inventory to bill 
state agencies for premiums to insure state-owned property and contents in 
owned and leased property. Taken together, these results call into question 
the accuracy and completeness of the State’s inventory of real property.   

Weak system access controls jeopardize the security of the real property 
inventory database. The SPO database is available online and allows 
members of the general public to search the State’s real estate property 
records.45 The website also contains a secure area where authorized users 
from state agencies can log in to track projects, view agency-specific 
reports, and report bugs. In October 2014, Program Evaluation Division 
staff accessed a report that listed all authorized users on the website and 
identified 11 generic accounts. 46 PED identified what appeared to be an 
administrator account from this list (ISG) and easily gained access to 
administrative functions of the SPO database. Once logged in to the 
system under the Administration tab, PED could access many administrative 
functions, including adding or deleting agency users, modifying fields 
appearing in the property databases, and modifying formats/criteria for 
reports to be run from the database for public users. This username and 
password also granted access to the queries and results of the agency 
utilization survey and allowed PED staff to edit and delete survey material 
and results. After PED notified DOA, the department corrected the issue for 
the ISG account.  

In February 2015, PED tested the security of the database again using 
another generic account on the list to gain access to the secure section of 
the website by entering the username as the password (READONLY). This 
account had permission to access the project tracking section of the site 
used to enter information on land acquisitions, dispositions, and leases of 
state-owned land. In addition, this account had permission to update, 

                                             
42 N.C. Gen. Stat. § 146-64. 
43 Session Law 2014-100 also directed a Type I transfer of the Division of Criminal Information of the Department of Justice to the 
Department of Public Safety. 
44 As of March 2015. 
45 The State Property Office database can be accessed online at http://www.ncspo.com/fis/dbRealEstateSearch.aspx. 
46 The Program Evaluation Division first identified this issue in June 2013, but did not inform the department because the evaluation 
project was delayed until October 2014. 
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delete, and modify the minutes for Council of State agendas maintained on 
the website. 

The use of generic accounts increases the chances that unauthorized 
individuals will access and intentionally misuse sensitive information. If 
generic accounts must be used, industry experts recommend that companies 
provide a method of accountability for greater security and ease of use.47 
For example, a digital password vault could be used to store or randomly 
generate passwords for generic accounts. Authorized users can retrieve 
passwords as needed and an accurate list of which individuals know the 
password can be created. 

The accessibility of the SPO database does not follow statewide policies 
and procedures for information security. The 2015 Statewide Information 
Security Manual discourages the use of generic accounts once a system has 
been put into production.48 State policy directs agencies to  

 assign user credentials individually and uniquely to prevent 
unauthorized access to agency networks;  

 disable user credentials inactive for more than 90 days; and  
 require passwords of at least eight characters in length for access 

to all systems and applications. 

In addition, access to the SPO database does not involve the use of North 
Carolina Identity Management (NCID), the standard identity management 
and access service for the State of North Carolina. NCID, which is operated 
by the Office of Information Technology Services, allows state, local, 
business, and individual users to register for a username and password that 
can be used to access various online applications administered by state 
and local agencies. NCID provides a high degree of security and access 
control to real-time resources by adhering to strong password policy.49 In 
addition, NCID passwords must be changed every 90 days. Use of NCID 
for the SPO database would minimize the potential to compromise the 
inventory and related information accessible online. DOA officials stated 
that all concerns with weak access controls identified during this evaluation 
have been addressed. Further, the agency plans to use NCID for access to 
the SPO database by the end of Fiscal Year 2014–15. 

In summary, the Program Evaluation Division identified several issues that 
raise questions about the completeness and accuracy of the State’s 
inventory of real property. Physical deeds associated with inventory 
records could not be identified for 30% of a sample of records. Site visits 
identified additional discrepancies in the inventory database, such as 
buildings not listed as vacant or not listed at all. Furthermore, the SPO 
database does not follow statewide policy for information security, 
increasing the chances that unauthorized individuals will have access to and 
could intentionally misuse or delete inventory records. 

                                             
47 Doidan, G. (2004). Generic Accounts and Non-Repudiation: Global Information Assurance Certification Paper. Bethesda, MD: SANS 
Institute. Available online: http://www.giac.org/paper/gsec/3940/generic-accounts-non-repudiation/106335. 
48 Enterprise Security Risk Management Office (January 2015). Statewide Information Security Manual. Raleigh, NC: Office of the State 
Chief Information Officer. Available online: https://www.scio.nc.gov/library/pdf/SISM-1-2015.pdf. 
49 Strong passwords must contain a minimum of eight characters and no more than 35 characters, must contain at least one number, and 
are limited in the number of characters that can be used sequentially and/or consecutively. 
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Recommendations 
 Recommendation 1. The General Assembly should direct the 

Department of Administration (DOA) to actively manage the State’s 
portfolio of real property and modify state law to ensure the department 
is complying with this mandate. 

The findings in this report demonstrate DOA does not follow real property 
portfolio management practices and does not have a process to 
systematically identify and dispose of unneeded or underutilized property. 
As a result, the General Assembly should  

 direct DOA to develop and implement a statewide strategic 
facilities plan and performance management system for the State’s 
portfolio of real property; 

 require DOA to establish baseline utilization data by developing 
procedures for measuring utilization and collecting utilization data 
on all leased and owned buildings and structures; 

 direct DOA to work in consultation and coordination with state 
agencies to draft rules defining surplus real property and develop 
a system to continuously identify and dispose of real state property 
deemed surplus; and  

 amend state law to improve oversight and reporting of the State’s 
portfolio of real property.  

The General Assembly should direct DOA to develop and implement a 
statewide strategic facilities plan and a performance management 
system for the State’s portfolio of real property. A strategic facilities plan 
(SFP) is a plan encompassing the entire portfolio of owned and leased real 
property and sets strategic facilities goals based on strategic objectives. 
The SFP should be based on agency-level facility management plans (see 
Recommendation 3) and should 

 identify the type, quantity, and location of spaces required to fully 
support state government operations, 

 include an in-depth analysis of existing facilities’ locations, 
capabilities, utilization, and condition, and 

 establish statewide strategic priorities and objectives.  

DOA should be required to develop an SFP every five years. The initial 
SFP should be reported to the Joint Legislative Commission on 
Governmental Operations and the Fiscal Research Division of the General 
Assembly no later than December 1, 2017. 

Further, DOA should be directed to establish a formalized performance 
management system to measure the State’s achievement of the strategic 
priorities set forth by the SFP. The system should establish measurable 
goals associated with each objective related to the SFP. The goals should  

 set targets and deadlines, and  
 focus on optimization and efficiency of the State’s portfolio of real 

property.  

The General Assembly should require DOA to develop a standardized 
procedure for measuring utilization of buildings and structures. This 
report establishes the importance of real property utilization for monitoring 
portfolio performance and identifying unused and underutilized properties. 
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Currently, however, utilization of real property is not tracked, measured, or 
analyzed by the department. Proper utilization management requires a 
standardized method for measurement and the collection of baseline 
utilization data. 

Procedures for utilization measurement should be based on the percentage 
of usable square feet assigned, storage used, or other trade industry 
standards for the various types and uses of leased and owned space and 
should provide a ratio or index of used and unused space. DOA should be 
directed to  

 establish utilization standards for each asset type, 
 work with state agencies to adopt or modify existing utilization 

measurement standards, 
 develop and test the methodology for its procedure to measure 

utilization of real property, and 
 distribute this procedure to state agencies and institutions no later 

than December 1, 2015.  

To establish a baseline of utilization data, the General Assembly should 
direct DOA to develop and implement a plan to analyze the utilization 
of all state-owned or leased buildings and structures. The plan should 
outline a process for 

 conducting unannounced visits on a random sample of real property 
owned by, allocated to, or leased by each state agency in order to 
measure utilization, 

 developing standards for measuring utilization of each asset type, 
 providing guidance and training to agencies and institutions on 

measuring property utilization, and  
 directing agencies to submit utilization data to DOA. 

The Department of Administration should report on the details of the plan 
to the Joint Legislative Commission on Governmental Operations and to the 
Program Evaluation Division of the General Assembly no later than June 1, 
2016.  

Implementation of the plan should be carried out in two phases. The first 
phase would require DOA to conduct unannounced visits on a random 
sample of real property owned by, allocated to, or leased by each state 
agency in order to measure utilization and provide guidance and training 
to agencies and institutions on measuring property utilization. This training 
period should be used to hone the utilization measurement process. The 
random sample should be stratified to include every agency. DOA should 
be required to provide training and guidance to agency and institution 
staff to measure utilization of various types of buildings and structures.   

The second phase would require agencies and institutions to measure 
utilization of each piece of real property they own, have been allocated, 
or lease, and submit that utilization data to DOA. To ensure the accuracy 
of the data submitted by each agency, DOA should be required to 
perform audits on the utilization measurements provided by each agency 
and institution. DOA should be required to report any agency or institution 
that fails to comply with the requirement to measure property utilization to 
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the Chair of the Joint Legislative Program Evaluation Oversight Committee. 
Establishing the baseline inventory of utilization data for each piece of real 
property owned by, allocated to, or leased by each state agency and 
institution should be completed no later than July 1, 2017. In the interim 
DOA should be required to report quarterly to the Joint Legislative 
Commission on Governmental Operations and to the Program Evaluation 
Division of the General Assembly on the development and implementation 
of the utilization measurement plan.  

The General Assembly should direct DOA, working in consultation and 
coordination with state agencies, to draft rules defining surplus real 
property and develop a system to continuously identify and dispose of 
real state property deemed surplus. The definition should include 
consideration of the following criteria: 

 Mission dependency: the value an asset brings to the performance 
of the mission and the fulfillment of its goals and objectives. 

 Condition index: a general measure of constructed asset condition 
calculated as a ratio of repair needs to plant replacement value.  

 Utilization: the degree to which owned and leased space is being 
used. 

To ensure the State minimizes the retention of unused and underutilized real 
property, the General Assembly should direct DOA to develop and 
implement a system for real property disposition that will continuously 
identify state-owned surplus real property based on the definition 
established in administrative code, evaluate each surplus property based 
on the criteria for disposal, and dispose of that property as appropriate. 
Criteria for disposal should include but not be limited to:  

 mission dependency, 
 utilization, 
 condition of the property, 
 extent to which it meets the purpose for which it was intended, 
 future needs of the agency to perform the service intended at the 

location, and  
 consideration of the best and most cost-effective manner in which 

these future needs can be serviced.  

Disposal of the property should be modeled after the federal process 
which is intended to limit the amount of time surplus real property is 
retained. A report outlining this system and the status of the rule-making 
process for defining surplus real property should be delivered to the Joint 
Legislative Commission on Governmental Operations and to the Program 
Evaluation Division by December 1, 2016. 

To ensure DOA is actively managing the State’s portfolio of real 
property, the General Assembly should amend state law to expand 
DOA’s real property reporting requirements. Given DOA’s current 
reporting requirements address less than 1% of the total value of the 
State’s entire portfolio of real property, the General Assembly should 
amend N.C. Gen. Stat. § 143-341.(4).d1 to mandate more detailed 
reporting. DOA should be required to publish an annual report on its 
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portfolio of real property. This report should include but not be limited to 
providing the following information: 

 updates and progress on goals and objectives established by the 
strategic facilities plan,  

 trends in the real property inventory for leased and owned 
buildings and structures, including changes in value, square footage, 
and operation and maintenance costs, 

 trends in the inventory for state-owned land including changes in 
acreage and value,  

 allocation of leased and owned space by facility type by agency 
and county,  

 benchmarks for comparable private sector leases across the regions 
of the State for both rural and urban locations, and  

 an analysis of utilization targets and a list of owned and leased 
buildings and structures identified as unused or underutilized.  

This annual report should be delivered to the Joint Legislative Commission 
on Governmental Operations and to the Program Evaluation Division no 
later than December 1 of each calendar year beginning in 2018. 

This recommendation codifies and formalizes DOA’s responsibilities and 
duties related to the control and management of the State’s portfolio of 
real property. Given that models for outsourcing acquisition transactions 
exist in other states, DOA could explore this opportunity to free up existing 
personnel to focus on managing the State’s portfolio. As a result, the 
Program Evaluation Division does not recommend additional personnel or 
resources to meet these duties and responsibilities. 

 

Recommendation 2. The General Assembly should direct the 
Department of Administration to modify the State’s inventory database 
of real property to ensure its completeness, accuracy, and security. As 
discussed in Finding 1, the State’s inventory of real property does not 
currently allow for the tracking of critical information for identifying 
unused, underutilized, and unneeded property. In addition, this report 
found that discrepancies in the database of state property and insufficient 
access controls jeopardize its completeness, accuracy, and security (Finding 
4).  

The General Assembly should direct the Department of Administration 
(DOA) to modify the database to include the following data elements: 

 location (including the latitude and longitude of the center of the 
building or parcel of real property), 

 mission dependency, 
 condition,  
 estimated cost of repair and renovation,  
 annual operating and maintenance costs, 
 number of usable workspaces, 
 number of full-time equivalent positons assigned the site and,  
 utilization.  



Surplus Real Property  Report No. 2015-04 
 

 
             Page 39 of 48 
 

Furthermore, DOA should define each element and develop procedures for 
collecting these data to ensure consistency statewide.  

The inclusion of these data elements in the inventory database would 
provide the necessary information to manage the State’s portfolio of assets 
and identify properties for disposal. In addition, utilizing the filing number 
from the Secretary of State will improve the ability to reconcile electronic 
inventory records with physical deeds on file.  

To improve the security of the State’s inventory of real property, the 
General Assembly should direct DOA to comply with statewide policies 
and procedures for information security. DOA should be directed to use 
the North Carolina Identity Management (NCID) service for access to the 
real property database. DOA should be required to report on the changes 
made to improve the completeness, accuracy, and security of the inventory 
database to the Joint Legislative Commission on Governmental Operations 
and to the Program Evaluation Division by December 1, 2015. 

 

Recommendation 3. The General Assembly should require all state 
agencies to collect, track, and report data on state-owned and leased 
space they occupy and maintain a current facilities management plan. 

This report identified deficiencies related to the accuracy and completeness 
of the State’s inventory of real property due to the lack of reconciliation 
between Department of Administration (DOA) and agency records and the 
lack of required reporting by agencies. Requiring agency compliance in 
collecting, tracking, reconciling, and reporting data on the assets under 
their control will assist DOA in maintaining a complete and accurate 
inventory and ensure effective portfolio management.   

To ensure DOA is able to effectively manage the State’s real property 
portfolio, the General Assembly should require all state agencies to 
collect and track the data that provides information on the performance 
of each asset under the agency’s control. All state agencies owning state 
land or occupying space in state-owned or leased buildings should collect 
the information specified in Recommendation 2 and report this data to 
DOA on an annual basis.50 The General Assembly should require each 
agency to ensure the accuracy and completeness of the data by 

 performing an annual reconciliation of its records against the 
State’s inventory to identify discrepancies,  

 reporting any discrepancies found to DOA, and 
 submitting these data for review and certification by the Office of 

the State Auditor. 

In addition, the General Assembly should allow the State Auditor to charge 
the State Land Fund for any costs incurred to conduct the review and 
certification of agency data submitted to DOA.51 

                                             
50 These data are as follows: location, mission dependency, condition, estimated cost of repair and renovation, annual operating and 
maintenance costs, number of usable workspaces, number of full-time equivalent positions assigned to the site, and utilization. 
51 As of May 28, 2015 the State Land Fund had an estimated balance of $1,802,360. 
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Lastly, the General Assembly should require each agency and 
institution to develop a five-year property management plan and 
submit it to DOA for review. Property management plans should  

 identify the type, quantity, and location of spaces required to fully 
support agency operations, 

 include an in-depth analysis of existing facilities’ locations, 
capabilities, utilization, and condition, and 

 establish agency-specific strategic priorities and objectives for each 
asset under its control. 

Annual reporting for inventory data and for the reconciliation process 
should begin no later than July 1, 2017. Agencies should complete and 
submit their initial five-year property management plans by the same 
date. 

 

Recommendation 4. The General Assembly should direct the 
Department of Administration to dispose of the unused, unneeded, and 
underutilized property identified in this report.  

From a limited sample, the Program Evaluation Division identified 16 
properties that could generate an estimated $14.3 million in one-time state 
revenue if sold. These properties are allocated to three state agencies—
the Department of Administration, Department of Agriculture and Consumer 
Services (DACS), and Department of Public Safety (DPS). Exhibit 13 shows 
how the General Assembly should direct DOA to dispose of each property. 

The sale of the 16 properties allocated to DOA and DACS should be 
initiated within 60 days of this recommendation becoming law. The sale of 
the DPS property should be initiated within 90 days of this 
recommendation becoming law to allow time for DPS to relocate existing 
functions. The General Assembly should direct DPS to shift operations from 
the Highway 70 property in Garner to the properties identified in Exhibit 
7 of this report. To effectuate this move, DOA should be required to 
allocate any space necessary to accommodate the DPS consolidation. This 
move should be executed within 60 days of this recommendation becoming 
law. 

State law allows for the State Land Fund to pay for expenses associated 
with disposing of these properties.  Further, all properties should be 
marketed through a multiple listing services number when listed for sale.   

Lastly, the General Assembly should enact a special provision to allow up 
to 25% of the net proceeds from the sale of the properties identified in this 
report to be retained by DOA, DACS, and DPS for real property 
restoration and renovation.52, 53 

                                             
52 § 146-30.(a)(2)a. allows the state agency to which the property was allocated to retain 25% of the net proceeds if the appraised 
value does not exceed six million dollars. This provision is effective until January 1, 2016. 
53 § 146-30.(a)(c) allows the net proceeds derived from the sale of land or timber from land owned by or under the supervision and 
control of the Department of Agriculture and Consumer Services shall be deposited with the State Treasurer in a capital improvement 
account to the credit of the Department of Agriculture and Consumer Services, to be used for such specific capital improvement projects 
or other purposes as are provided by transfer of funds from those accounts in the Capital Improvement Appropriations Act. 
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Exhibit 13: The General Assembly Should Direct the Department of Administration to Dispose of 
the Following Unused, Unneeded, and Underutilized Properties 

Property Name Location Total Size 
Estimated One-
Time Revenue  

Estimated 
Annual Local 
Tax Proceeds 

Recommended 
Method of 
Disposal  

Estimated 
Appraisal 

Cost 
Department of Administration 

Ashley House 
219 E. North St.  

Raleigh 
3,352 square feet $      585,122 $      5,765 Dispose $   1,750 

Howell House  
111 E. North St.  

Raleigh 2,814 square feet    1,623,643   15,961 Dispose 1,750 

Heck-Andrews House 309 N. Blount St.  
Raleigh 

4,834 square feet 947,748    9,325 Dispose 1,750 

Andrews-Duncan 
House 

407 N. Blount St. 
Raleigh 

4,798 square feet    1,573,196   15,466 Dispose 1,750 

McGhee House   
411 N. Blount St.  

Raleigh 2,315 square feet Not applicable - 
Demolish and 

Dispose 1,750 

Coble Helms House 417 N. Blount St.  
Raleigh 

2,776 square feet 803,205    7,907 Dispose 1,750 

Heartt House and 
Storage  

421 N. Blount St.  
Raleigh 

5,416 square feet    3,850,427  37,823 Dispose 1,750 

Gay House 
419 N. Person St.  

Raleigh 2,025 square feet 347,992    3,437 Dispose 1,750 

Worth House  415 N. Person St.  
Raleigh 

1,530 square feet 118,845    1,187 Dispose 1,750 

Watson House  
411 N. Person St.  

Raleigh 
1,606 square feet 398,065    3,928 Dispose 1,750 

Cambridge House 
407 N. Person St. 

Raleigh 2,496 square feet 393,916    3,887 Dispose 1,750 

Lamar House 401 N. Person St.  
Raleigh 

3,416 square feet 422,956    4,173 Dispose 1,750 

Department of Agriculture and Consumer Services (DACS) 

Animal  
Diagnostic Lab 

324 Yellow Cut 
Road 

Rose Hill 
5,125 square feet 687,400   5,018 Dispose 3,000 

Gas and Calibration 
Station 

2201 Burnett Blvd. 
Wilmington 

513 square feet Not applicable Not applicable Reallocate 1,500 

Livestock  
Show and Sale 

Facility 

Bristol Road 
Statesville 

46.25 acres 943,500    5,236 Dispose 3,000 

Piedmont Triad  
Farmers Market 

8254 Tyner Rd. 
Greensboro 6.36 acres 190,000    2,665 Dispose 2,000 

Department of Justice and Public Safety (DPS) 
Oil Dock, Fabrication, 

Storage Facility 
225 U.S. 70 

Garner 
10,326 square feet 1,418,559       16,448 Dispose 3,500 

Total $14,304,574 $ 138,225  $ 34,000 

Note:  Total assessed values and estimated local tax proceeds only include those identified for disposal and exclude two properties. First, 
the McGhee House should be demolished and marked for disposal, thus its assessed value and estimated local tax proceeds are not 
reliable indicators of receipts. Hence, its land proceeds are included in the Heartt House and Storage property which it adjoins. Second, the 
Gas and Calibration Station should be reallocated to the State Ports Authority because it has maintained the property for some time, and 
remediation estimated at $25,000 would be required if the property was offered for private sale. Estimated appraisal costs would be 
paid from the State Land Fund, and thus would not affect one-time savings calculations. 

Sources: Program Evaluation Division based on site visits and the Department of Administration database of state property. Assessed values are 
based on information from the Duplin, Iredell, Guilford, and Wake County tax departments. 
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Recommendation 5. The General Assembly should direct DOA to 
review requests to acquire new or renew existing leased space to 
determine whether suitable state-owned space exists to meet lease 
requirements. This report identifies seven leases set to expire within one 
year of July 1, 2015. These lease requirements can be accommodated by 
available space in state-owned buildings. Prior to renegotiation or renewal 
of these seven leases, DOA should be directed to identify and allocate 
suitable unused state-owned space to accommodate the leased space 
requirements. DOA should be required to report to Joint Legislative 
Program Evaluation Oversight Committee if any of the seven leases are 
unable to be accommodated by state-owned space. 

In addition, the General Assembly should direct DOA to take the following 
measures for all future leases: 

 Leasing between July 1, 2015 and July 1, 2017. Because 
comprehensive utilization data will not be compiled until July 1, 
2017, DOA should require all agencies and institutions to document 
and certify they have searched existing real property holdings and 
contacted other state agencies to identify existing unused office 
and storage space prior to requesting acquisition of new leases or 
lease renewals.  

 Leasing after July 1, 2017.  DOA should analyze each lease 
against property utilization data to identify any unused state-
owned space that could accommodate lease requirements. If 
suitable space is found, DOA should be directed to enforce the 
provisions set forth in state law which require all state departments, 
institutions, and agencies to use state-owned office space instead of 
negotiating or renegotiating leases for rental of office space. 54    
  

  

                                             
54 N.C. Gen. Stat. § 143-341.(d1). 
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PED Response to 
DOA Formal 
Response 

 Based upon the North Carolina Department of Administration response to 
this report, it is apparent that the department by policy and practice has 
not asserted its authority nor accepted responsibility for facilities and real 
property management in state government.  Previously, the Program 
Evaluation Division has reported similar inefficiencies in state government 
functions over which the Department of Administration was responsible, 
shared responsibility, or could have taken more initiative. 55 

 
DOA Response, Page 1, paragraph 2: DOA feels compelled to comment on 
several of the findings and recommendations contained in the report 
(highlighted in bold type) since some of the information, findings and 
recommendations are inaccurate, incomplete and misleading relative to the 
activities, responsibilities and efforts of the State Property Office. 
 
Program Evaluation Division Response: As part of the PED evaluation 
process DOA had the opportunity to review a preliminary draft of the 
report and provide a technical response. The purpose of the technical 
response is to provide concrete examples of errors, omissions, and 
inaccuracies of fact. DOA chose not to provide the evaluation team with a 
technical response. 
 
 
DOA Response, Page 2, paragraph 3: The General Assembly should direct 
the DOA to develop and implement a strategic facilities plan and a 
performance management system for the State's portfolio of real property. 

This component of Recommendation l fails to recognize the responsibilities of 
agencies in the development of a strategic facilities plan. Agencies are 
delegated the responsibility for their legislative programmatic functions and 
responsibilities. Therefore, the responsibility for defining programmatic 
requirements rests with the individual agencies. Agencies are in the best 
position of determining the resources required to meet their mission. The State 
Property Office is not in a position to evaluate or judge a given agency's 
program or mission dependency of real property to support that mission. 
 
Program Evaluation Division Response: As part of Recommendation 1, 
page 35 of the report states, “The General Assembly should direct DOA to 
develop and implement a statewide strategic facilities plan and a 
performance management system for the State’s portfolio of real 
property.” The SFP should be based on agency-level facility management 
plans. The recommendation does not require DOA to evaluate or judge a 
given agency's programmatic needs or its determinations of the mission 

                                             
55 Program Evaluation Division Reports: 
 Motor Fleet Management Uses Best Practices, but Needs Telematics to Strengthen Accountability (March 2012). 
 Ineffective Policies and Diffuse Oversight Result in Inefficient Use of State-Owned Vehicles (April 2012).  
 Options for the Indian Cultural Center Will Allow the Site to Meet its Cultural, Recreational, and Economic Development Intent 

(December 2012). 
 North Carolina Does Not Track Lands Submerged under Navigable Rivers or Know the Extent of Private Claims (January 2013).  
 Addressing Deficiencies in State Purchasing and Contracting, Program Evaluation Division Activities and Accomplishments, 2008–

2014, March 23, 2015, page 30. 
 North Carolina Should Eliminate the Use of Personal Services Contracts in Favor of Using Existing Mechanisms (February 2015). 
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dependency of real property assets. The recommendation suggests the 
strategic plan should 

 identify the type, quantity, and location of spaces required to fully 
support state government operations, 

 include an in-depth analysis of existing facilities’ locations, 
capabilities, utilization, and condition, and 

 establish statewide strategic priorities and objectives.  
 
 
DOA Response, Page 2, paragraph 3: Lack of an overall statewide 
strategic plan and goals is an outcome of the budgeting process and 
management responsibilities delegated to individual agencies. 
 
Program Evaluation Division Response: As stated in Finding 3 on page 
25 of the full report, the Strategic Facilities Plan is a necessary portfolio 
management tool because it identifies the type, quantity, and location of 
spaces required to fully support an organization and includes an in-depth 
analysis of existing facilities’ locations, capabilities, utilization, and 
condition. DOA is charged with the duties and responsibilities associated 
with real property control and oversight. PED asserts portfolio management 
is a function of real property control and oversight.  
 
 
DOA Response, Page 3, paragraph 2: The Department certainly can adopt 
the methodology and criteria for "utilization" that is employed by FRPC and 
add a field to the database for this element. 
 
Program Evaluation Division Response: Recommendation 1 on page 36 
of the report does not reference the Federal Real Property Council (FRPC). 
The recommendation states the General Assembly should require DOA to 
publish an annual report on its portfolio of real property. This report should 
include but not be limited to providing the following information: 

 updates and progress on goals and objectives established by the 
strategic facilities plan; 

 trends in the real property inventory for leased and owned 
buildings and structures, including changes in value, square footage, 
and operation and maintenance costs; 

 trends in the inventory for state-owned land including changes in 
acreage and value; 

 allocation of leased and owned space by facility type by agency 
and county; 

 benchmarks for comparable private sector leases across the regions 
of the State for both rural and urban locations; and  

 an analysis of utilization targets and a list of owned and leased 
buildings and structures identified as unused or underutilized. 
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DOA Response, Page 4, paragraph 3 & 4: Department disagrees with the 
conclusion of outsourcing acquisition transactions as referenced in the report 
in order to free up existing staff. The idea that outsourcing lease transactions 
to a commercial real estate firm similar to that employed by the Georgia 
State Property Commission will he at no cost to the state is simply not 
accurate. The State Property Office is unaware of any real estate broker or 
real estate sales person that works for free. The real estate commissions 
landlords pay to a tenant representative are added to the lease rate charged. 
Therefore, there will be an increased cost to the State that will be absorbed 
and reflected in the lease rate. North Carolina has extensive experience in this 
area. Under a pilot program in 2005, over a 17 month period using a tenant 
representative, the 100 leases handled by the tenant representative were 
$.90/sf higher than the rates State Property Office achieved for the 73 
leases the State Property Office completed during the same period. In 
response to two surveys sent out to landlords and agencies, only 28% of all 
agencies, 0% of major agencies, and 30% of landlords believe the tenant 
representative had added value to the State's leased process. Responses to 
other questions in the survey were likewise unfavorable regarding the tenant 
representative performance. 
 
Program Evaluation Division Response: In order to independently 
confirm these findings, PED requested the data used to generate the cost 
comparisons; however, DOA failed to provide data to perform the 
analysis. PED has concerns about the conclusions DOA has drawn from its 
cost comparison analysis because many of the 73 leases retained by DOA 
during the trial period were leases with other government entities. It is 
reasonable to assume that intergovernmental lease rates would be lower 
than private market lease rates. Because DOA did not comply with our 
request to provide these data, PED could not confirm this assumption. 
 
 
DOA Response, Page 4, paragraph 5 & 6: The Department strongly 
disagrees with the PED report that no additional personnel or resources are 
required to meet the duties and responsibilities contained in the components of 
Recommendation l. Previous studies have indicated a requirement of 15 
additional staff and nearly $600,000 (in 2006 dollars) just for 
implementation of the real property disposal system alone. This does not 
reflect the additional requirements of the directives to the Department 
contained in Recommendation l.  

PED estimated that outsourcing leasing transactions would free up an 
estimated 10.7 FTE within the State Property Office for other functions. The 
math is interesting given that the entire staff in the State Property Office 
devoted to leasing transactions consist of 4 FTE. 
 
Program Evaluation Division Response: The State Property Office is a 
transaction-based office. PED calculations focused on personnel resources 
across the entire office that would be freed up by outsourcing lease 
transactions.  Our analysis of acquisition and disposal transactions shows 
the following:  
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DOA Response, Page 5, bulleted section: The General Assembly should 
direct the Department of Administration (DOA) to modify the database to 
include the following data elements: 

 Location (including the latitude and longitude of the center of the 
building or parcel of real property): This data element is already 
included in the building asset database. It would be redundant to keep 
this as a data element in the real property table since the State 
Property Office already maintains a spatial database (GIS) for real 
property. 

 Utilization: This data element already exists in report form in the 
Agency Utilization Survey and can be added to the database. 

 
Program Evaluation Division Response: DOA is correct; location, in terms 
of physical street address, is an element captured by the inventory 
database. However, 267 assets listed show no record of a street address. 
Furthermore, the spatial data mentioned in the response is limited to land 
assets and does not provide latitude and longitude information for state-
owned buildings and leases. PED has concerns with incorporating the data 
from the utilization survey into the database because the utilization survey 
data are outdated; as the response states, this questionnaire was 
conducted in 2007. Furthermore, the utilization data is inadequate because 
utilization was not captured as a quantifiable measure. Lastly, the survey 
was incomplete because it was only piloted across four agencies. 

Page 37 of the report recommends the General Assembly require DOA to 
develop a standardized procedure for measuring utilization of buildings 
and structures. PED recommends procedures for utilization measurement 
should be based on the percentage of usable square feet assigned, 
storage used, or other trade industry standards for the various types and 
uses of leased and owned space and should provide a ratio or index of 
used and unused space. These data would be reported to DOA annually 
and would ensure standardized collection of quantifiable utilization rates 
statewide. 
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DOA Response, Page 6, last paragraph: Although it may not have been 
readily apparent to PED, State Property does review informally for available 
State-owned space prior to initiating an advertisement for leased space. It 
should be noted that even if there is vacant state-owned space, it may not be 
feasible or practical to relocate an agency from leased space to state-owned 
space. 
 
Program Evaluation Division Response: Informal review for state-owned 
space is inadequate given DOA is formally charged in statute with the 
control and oversight of real property. Furthermore, without quantifiably 
tracking utilization, formal or informal review is inconclusive. Lastly, a 
review of State Property Office documents shows there are not policies or 
procedures in place to ensure that the review for available state-owned 
space is standard and consistent.  
 
 
DOA Response, Page 7, paragraph 2: The report indicated that the State 
Property Office does not compare performance against the private sector 
and notes that GSA partners with the Logistic Management Institute to 
measure and analyze leasing performance relative to industry. Although the 
Logistic Management Institute is a non-profit, there can be a substantial 
charge for their services. If the General Assembly feels that benchmarking 
against the private sector is critical, the Department would welcome 
appropriations to cover the contractual cost for such services. State Property 
essentially benchmarks every time a lease is advertised. Responses to lease 
Request for Proposals (RFP) are compared to current lease rates in effect. The 
State Property Office has the authority to enter into multi-year leases and 
negotiate with proposers to obtain the lowest price possible. For informational 
purposes, the State Property Office prepared the following: 

 
Comparison of Lease Rates in the Raleigh Area 

Entity Measurement # of Leases Full Service Rate 
State of NC Net 107 $16.12 ($15.31)1 

Private Rentable 308 $17.032 

GSA Rentable 23 $21.693 

Conclusion: For Benchmarking purposes the State rate is $1.72/SF lower than the Private Raleigh 
Office market and $6.38/SF lower than the GSA office locations in Raleigh. 
 
1 The rate of $16.12/net SF comes from the "inside/outside" report dated June 1, 2015 and represents 
office leases inside the Capital area. Net measurement standard used by the State reflects an approximate 
5% efficiency compared to rentable measurements. Therefore, the State rate of $16.12/net SF has been 
reduced to $15.31 for comparison purposes. 
 
2 Numbers from "SPACE", 1"' Quarter 2015, a publication of Triangle Business Journal, for private office 
space in 11 submarkets in Raleigh. Buildings rated B&C since the average building leased by the State is 
rated B-. 
 
3 GSA leased Raleigh office locations as of April2015. GSA estimates occupancy at 28.1 %. 
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Program Evaluation Division Response: PED was not given the 
opportunity to review this information because DOA did not provide it 
prior to submitting its formal response. The information provided in the 
table above reflects the type of data and information that agencies 
typically provide as part of their technical responses, which DOA chose not 
to provide. As a result, PED could not evaluate or confirm the information 
provided. Furthermore, PED has concerns about the conclusions drawn from 
the analysis as evidence of benchmarking because DOA only includes 
office leases inside the capital area. The comparison does not take into 
account leases in other areas of the state or leases for other types of 
facilities such as storage spaces. As stated in Recommendation 1 on page 
39 of the report, PED recommends the General Assembly direct DOA to 
actively manage the State’s portfolio of real property, which includes 
benchmarking for comparable private sector leases across the regions of 
the state for both rural and urban locations. PED does not recommend DOA 
outsource this oversight activity. Given that DOA was able to provide 
partial benchmark comparisons for purposes of the agency's formal 
response, PED is confident DOA would be able to scale this effort to leases 
across the regions of the state for both rural and urban locations for annual 
reporting purposes.  
 
 

 

Agency Response  
 A draft of this report was submitted to the Department of Administration for 

review. Its response is provided along with this report. 
 
 

Appendices  
 The appendices appear following the Department of Administration’s formal 

response. 

Appendix A: Summary of State-Owned Buildings by Agency and County 

Appendix B: Summary of State-Owned Land by Agency and County 

Appendix C: Summary of State-Leased Office and Warehouse Spaces by 
Agency and County 

 
 

Program 
Evaluation Division 
Contact  

 For more information on this report, please contact the lead evaluator, Sean 
Hamel at sean.hamel@ncleg.net.    

Staff members who made key contributions to this report include Brent Lucas 
and Pamela L. Taylor. John W. Turcotte is the director of the Program 
Evaluation Division. 

 
 

 






























